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LOK SABHA 


The following Bill was introduced in Lok Sabha on the 15th March. 
1976: — 


Bill No. 41 or 1976 

A Bill to give effect to the financial proposals of the Central Government 
for the financial year 1976-77. 

Be it enacted by Parliament in the Twenty-seventh Year of the 
Republic of India as follows: — 

CHAPTER I 
Preliminahy 

1. (1) This Act may be called the Finance Act, 1976, Short title 

and com- 

(2) Save as otherwise provided in this Act, section# 2 to 30 and mence- 
section 43 shall be deemed to have come into force On the 1st day of mont. 
April, 1976. 

CHAPTER II 
Rates of income-tax 

2. (I) Subject to the provisions of sub sections (2), (3) and (4), for Income- 
the assessment year commencing on, the 1st day of April, 1976, income-tax ***■ 
shall be charged at the rates specified in Part I of the First Schedule and 

shall be increased,—- 

(a) in the cases to whkh Paragraphs A, B, C and D of that Part 
apply, by a surcharge for purpo.ses of the Union; and 

( 629) 
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(b) in the cases to which Paragraphs E and F qf that Part apply, 
by a surcharge, 

calculated in each case in the manner provided therein. 

(2) In the cases to which Sub-Paragraph I or Sub-Paragraph II of 
Paragraph A of Part I of the First Schedule applies, where the assessee 
has, in the previous year, any net agricultural income, in addition to total 
income, and the total income exceeds eight thousand rupees, then,— 

(a) the net agricultural income shall be taken into account, in 
the mannei^ provided in clause (b) (that is to say, as if the net agri¬ 
cultural Income were comprised In the total Income after the first eight 
thousand rupees of the total Income but without being liable to tax), 
only for the purpose of charging income-tax in respect of the total 
income; and 

(b) the income-tax chargeable shall be calculated as follows: — 

(i) the total Income and the net agricultural income shall 
be aggregated and the amount of income-tax shall be determined 
in respect of the aggregate income at the rates specified in Sub- 
Paragraph I or, as the case may be, Sub-Paragraph IT of the said 
Paragraph A, as if such aggregate income were the total Income; 

(ii) the net agricultural Income shall be increased by a sum 
of eight thousand rupees and the amount of Income-tax shall be 
determined in respect of the net agricultural Income as so increas¬ 
ed at the rates specified in Sub-Paragraph I or, as the case 
may be, Sub-Paragraph IT of the said Paragraph A, as if the net 
agricultural income as so increased were the total income; 

(Hi) the amount by which income-tax determined in accor¬ 
dance with sub-clause (i) exceeds the amount of income-tax 
determined In accordance with sub-clause (ii) shall be the 
income-tax chargeable In respect of the total income. 

(3) Where in the case of a company, other than the Life Insurance 
Corporation of India established under the Life Insurance Corporation 
Act, 1956, the total income includes any profits and gains from life insu¬ 
rance business, the income-tax payable by it shall be the aggregate of the 
income-tax calculated— 

(i) on the amount of profits and gains from life insurance busi¬ 
ness so included, at the rate applicable in the case of the Life Insurance 
Corporation of India, in accordance with Paragraph E of Part I of 
the First Schedule, to that part of its total income which consists 
of profits and gains from life insurance business: and 

(ii) on the remaining part of its total income, at the rate 
applicable to the company on its total Income. 

(4) In cases to which the provisions of Chanter XII or section 164 
of the Income-tax Act, 1961 (hereinafter referred to as the Income-tax 
Act) apply, the tax chargeable shall be determined as provided in that 
Chapter or that section, and with reference to the rates imposed by 
sub-section (I) or the rates as specified in that Chapter or section, as 
the case may be, 
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(5) In cases in which tax has to be deducted under sections 193, 194, 
194A, 194B, 194D and 195 of the Income-tax Act at the rates in force, 
the deduction shall be made at the rates specified in Part II of the First 
Schedule. 

(6) Subject to the provisions of sub-section (7), in cases in which 

income-tax has to be calculated under the first proviso to sub-section 

(5) of section 132 of the Income-tax Act or charged under sub-section 

(4) of section 172 or sub-section (2) of section 174 or section 175 or 

sub-section (2) of section 176 of the said Act or deducted under section 
192 of the said Act from income chargeable under the head “Salaries” 
or deducted under sub-section (9) of section &0E of the said Act from 
any payment referred to in the said sub-section (9) or in which the 
“advance tax” payable under Chapter XVII-C of the said Act has to be 
computed, at the rate or rates in force, such income-tax or, as the case 
may be, “advance tax” shall he so calculated, charged, deducted or 
computed at the rate or rates specified in Part III of the First Schedule: 

Provided that in cases to which the provisions of Chapter XII or 
section 164 of the Income-tax Act apply, "advance tax” shall be com¬ 
puted with reference to the rates imposed by this sub-section or the 
rates as specified in that Chapter or section, as the case may be; 

Provided further that an assessee, being a company, may, in lieu of 
payment of surcharge on income-tax at the rate specified in I’ara graph 
E of Part III of the First Schedule, make a deposit under the scheme 
framed under sub-section (8) before tMte last instalment of advance tax 
is due in its case, and where it does so,— 

(i) in a case where the amount of the deposit so made is equal 
to or exceeds the amount of surcharge on income-tax payable by 
it, the amount of surcharge on income-tax payable by it shall be 
nil; 


(ii) in a case where the amount of the deposit so made falls 
short of the amount of surcharge on income-tax payable by it, the 
amount of surcharge on income-tax payable by it shall stand re¬ 
duced by the amount of the deposit; and 

(iii) any order piade by the Income-tax Officer under section 
210 of the Income-tax Act and the notice of demand issued in pur¬ 
suance thereof shall have effect as if the amount of surcharge on 
income-tax specified therein had been reduced to nil or, as the case 
may be, by the amount of the deposit, 

(7) In the cases to which Sub-Paragraph I or Sub-Paragraph II of 
Paragraph A of Part III of the First Schedule applies, where the assessee 
has, in the previous year or, if by virtue of any provision of the Income- 
tax Act income-tax is to be charged in respect of the income of a period 
other than the previous year, in such other period, any net agricultural 
income, in addition to total income, and the total income exceeds eight 
thousand rupees, then, In calculating income-tax under the first proviso 
to sub-section (5) of section 132 of the Income-tax Act or in charging 
income-tax under sub-section (2) of section 174 or section 175 or sub¬ 
section (2) of section 176 of the said Act or in computing the “advance tax” 
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payable under Chapter XVII^C of the said Act, at the rate or rates In 
force,— 


(a) the net agricultural income shall be taken into account, in 
the manner provided in clause (b) (that is to say, as if the net 
agricultural income were comprised ui the total income after the 
first eight thousand rupees of the total income but without being liable 
to tax), pnly for the purpose of calculating, charging or computing 
such income-tax or, as the case may be, “advance tax” in respect of 
t)ie total income; and 

(b) such income-tax or, as the case may be, “advance tax” 
shall be so calculated, charged or computed as follows: — 

(i) the total income and the net agricultural income shall 
be aggregated and the amount of income-tax or “advance tax" 
shall be deterniined ip respect of the aggregate income at the 
rates specified in Sub-Paragraph I, or, as the case may be, Sub- 
Paragraph II of the said Paragraph A, as if such aggregate in¬ 
come were the total income; 

(ii) ’ the net agricultural income shall be increased by a sum 
of eight thousand rupees and the amount of income-tax or 
“advance tax” shall be detemrined in respect of the net agricul¬ 
tural income as so increased at the rates specified in Sub-Para¬ 
graph I or, as the case may be, Suh-Paragraph II of the said 
Paragraph A, as if the net agricultural income as so increased 
were the total income; 

(in) the amount by which income-tax or, as the case may be. 
“advance tax” determined in accordance with sub-clause (i) 
exceeds the amount of income-tax or “advance tax” determined 
in accordance with sub-clause (ii) shall be the income-tax or 
“advance tax” in respect of the total income, 

(fi) Where an assessee, being a company, makes, during the financial 
year commencing on the Ist day of April, 1976, any deposit with the 
Industrial Development Bank of India established under the Industrial 
Development Bank of India Act, 1964 under any such scheme ag the 
Central Government may, by notification in the Official Gazette, frame 
in this behalf, then, the surcharge on income-tax payable by the company 
for the assessment year commencing on the 1st day of April, 1977,— 

(i) in a case where the amount of deposit so made is equal to or 
exceeds the amount of surcharge on income-tax payable by it, shall 
be nil; and 

(ii) in a case where the amount of the deposit so made falls 
short of the amount of surcharge on income-tax payable by it, shall 
be reduced by the amount of the deposit. 

(9) For the purposes of this section and the First Schedule,— 

(a) “company in which the public are substantially interested” 
means a company which is such a company asi is referred to in 
section 108 of the Income-tax Act; 


18 of 1964, 
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(b) “domestic company” means an Indian company, or any 
other company which, in respect of its income liable to income-tax 
under the Income-tax Act for the assessment year commencing on 
the 1st day of April, 1976, has made the prescribed arrangements for 
the declaration and payment within India of the dividends (includ¬ 
ing dividends on preference shares) payable out of such income in 
accordanxje with the provisions of section 194 of that Act; 

(c) “industrial company” means a company which is mainly 
engaged in the business of generation or distribution of electricity 
or any other form of power or in the construction of ships or in the 
manufacture or processing of goods, or in mining. 

Explanation .—For the purposes of this clause, a company shall 
be deemed to be mainly engaged in the business of generation or 
distribution of electricity or any other form of power or in the con¬ 
struction of ships or in the manufacture or processing of goods or in 
mining, if the income attributable to any one or more of the afpre- 
said activities included in its total income of the previous year (as 
computed before making any deduction under Chapter VIA of the 
Income-tax Act) is not less than fifty-one per cent, of such total 
income; 

(d) “insurance cojnmission” means any remuneration or reward, 
whether by way of commission or otherwise, for soliciting or pro¬ 
curing insurance business (including business relating to the con¬ 
tinuance, renewal or revival of policies of insurance); 

(e) “net agricultural income”, in relation to a person, means the 
total amount of agricultural income, from whatever source derived, 
of that person computed in accordance with the rules contained in 
Part IV of the First Schedule; 

(f) “tax-free security” means any security of the Central Gov- 
e,rnment issued declared to be income-tax free, or any security of 
a State Government issued income-tax free, the income-tax whereon 
is payable by the State Government; 

(p) all other wprds and expressions used in this section or in the 
First Schedule hU-t not defined in this sub-section and defined in the 
Income-tax Act shall have the meanings, respectively, assigned to 
them in that Act. 


CHAPTER III 
Direct taxes 
Income-tax 

3. In the Income-tax Act, in section 2, with effect from the 1st day of 
June, 1976,— 

(a) after clause (28), the following clause shall be inserted, 
namely; — 

(28A) ‘ interest’ means interest payable in any manner in 
respect of any moneys borrowed or debt incurred (including a 
deposit, claim or other similar right or obligation) and includes 


Amend¬ 
ment of 
section 2, 
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any service fee or other charge respect of the moneys bor¬ 
rowed or debt incurred or in respect of any credit facility which 
has not been utilised;’; 

(b) in clause (37A), in sub-clause (i ),— 

(i) for the words andi figures “in a cases not falling under 
section 164”, the words, figures and letters “in a case not falling 
under section 115A or section 115B or section 164” shall be 
substituted; 

(ii) for the words and figures ‘‘in a case falling under sec¬ 
tion 164, the rate specified in that section”, the words, figures and 
letters “in a case falling under section 115A or section 115B or 
section 164, the rate or rates specified in section 115A or section 
115B or, as the case may be, section 164” shall be substituted. 

4. In the Income-tax Act, in section 9, in sub-section (1), with effect 
from the 1st day of June, 1976,— 

(ffl) in clause (i), the words “or through or from any money lent 
at interest and brought into India in cash or dn kind” shall be 
omitted; 

(b) after clause (in); the following clauses shall be inserted, 
namely: — 

‘(v) income by way of interest payable^ by— 

(a) the Government; or 

(b) a person who is a resident, except where the interest 
is payable in respect of any debt incurred, or moneys bor¬ 
rowed and used, for the purposes of a business or profession 
carried on by such person outside India or for the purposes 
of making or earning any income from any source outside 
India; or 

(c) a person who is a non-resident, where the interest is 
payable in respect of any debt incurred, or moneys borrow¬ 
ed and used, for the purposes of a business or profession 
carried on by such person in India or for the purposes of 
making or earning any income from any source in India; 

(vi) income by way of royalty payable by 

(o) the Government; or 

(b) a person who is a resident, except where the royalty 
is payable in respect of any right, property or information 
used or services utilised for the purposes of ai busipess or 
profession carried on by such person outside India or for the 
purposes of making or earning any income from any source 
outside India; or 

(c) a person who is a non-resident, where the royalty is 
payable in respect of any right, property or information used 
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or services utilised for the purposes of a business or profes¬ 
sion carried on by such person in India or for the purposes 
of making or earning any income from any source in India. 

Explanation .—For the purposes of this clause, “royalty” 
means consideration (including any lump sum consideration 
but excluding any consideration, which would be the income 
of the recipient chargeable under the head “Capital gains”) 
for— 


(i) the transfer of all or any rights (including the 
granting of a licence) in respect of a patent, invention, 
model, design, secret formula or process or trade mark 
or similar property; 

(ii) the imparting of any information concerning the 
working of, or the use of, a patent, invention, model, 
design, secret formula or process or trade mark or 
similar property; 

(iii) the use of any patent, invention, model, design, 
secret formula!, or process or trade mark or similar 
property; 

(in) the imparting of any information concerning 
technical, industrial, commercial or scientific knowledge, 
experience or skill; 

(u) the transfer of all or any rights (including the 
granting of a licence) in respect of any copyright, lite¬ 
rary, artistic or scientific work including films or video 
tapes for use in connection with television or tapes for 
use in connection with radio broadcasting, but not in¬ 
cluding consideration for the sale, distribution or ex¬ 
hibition of cinematographic films; or 

(vi) the rendering of any services in connection 
with the activities referred to In sub-clauses (i) to (u); 

(t>ii) income by way of fees for technical services payable 

by- 

(fl) the Govement; or 

(b) a person who is a resident, except where the fees 
are payable in respect of services utilised in a business or 
profession carried on by such person outside India or for the 
purposes of making or earning any Income from any source 
outside India; or 

(c) a person who is a non-resident, where the fees are 
payable in resj>ect of services utilised in a business or pro¬ 
fession carried on by such person in India or for the purposes 
of making or earning any income from any source In India. 


Explanation .—For the purposes of this clause, “fees for 
technical services” mcRns any consideration (inclu^intr any 
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lump sum consideration) for the rendering of any manage¬ 
rial, technical or consultancy services (including the provi¬ 
sion of services of technical or other personnel) but does 
not include consideration for any construction, assembly or 
like project undertaken by the recipient or consideration 
which would be income of the recipient chargeable under 
the head “Salaries”.’. 

5. In section 10 of the Income-tax Act,— 


(a) in clause ( 6 ), after sub-clause (a:), the following sub-clause 
shall be inserted, namely: — 

“(jci) the remuneration received l>y him as an employee of 
the Government of a foreign State during his stay in India in 
connection with his training in any establishment or office of, 
or in any undertaking owned by,— 

(i) the Government; or 

(ii) any company in which the entire paid-up share 
capital is held by the Central Government, or any State 
Government or Governments, or partly by the Central 
Government and partly by one or more State Governments; 
or 


(iii) any company which is a subsidiary of a company 
referred to in item (^i); or 

(iv) any corporation established by or under a Central, 

State or Provincial Act; or 

(v) any society registered under the Societies Registra¬ 
tion Act, 1860 or under any other corresponding law for the 
time being in force and wholly financed by the Central 
Government, or any State Government or State Govern¬ 
ments, or partly by the Central Government and partly by 
one or more State Governments;”; 

(b) in clause (15), after item (e) of sub-clause (iv ), the follow¬ 
ing Item shall be inserted with effect from the Ist day of June, 1976, 
namely; — 

‘(f) by an industrial undertaking in India on any moneys 
borrowed by it in foreign currency from sources outside India 
under a loan agreement approved by the Central Government 
having regard to the need for industrial development in India, 
to the extent to which such interest does not exceed the amount 
of interest calculated at the rate approved by the Central Gov¬ 
ernment in this behalf, havihg regard to* the terms of the loan 
and its repayment. 

Explanation.--For the purposes of this item, the expression 
“foreign currency” shall have the meaning assigned to it in the 
Foreign Exchange Regulation Act, 1973;’. ^6 of [ 973 , 
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6 . In section 13 of the Income-tax Act, in suib-section (5) [as directed 
to be inserted by clause (Hi) of section 5 of the Taxation Laws (Amend¬ 
ment) Act, 1975], for clause (hi), the following clause shall be substi¬ 
tuted with effect from the 1st day of April, 1977, namely: — 

“(Hi) deposit iu any amount with the State Bank of India 
constituted under the State Bank of India Act, 1955 or any 
subsidiary bank as defined in the State Bank of India (Subsidiary 
Banks) Act, 1959 or any nationalised bank, that is to say, any corres¬ 
ponding new bank constituted under section 3 of the Banking Com¬ 
panies (Acquisition and Transfer of Undeidakings) Act, 1970;”. 

7. In section 32 of the Income-tax Act, in suib-section (I),— 


(1) in clause (iv), for the words “seven thousand five hundred 
rupees”, the words “ten thousand rupees” shall be substituted with 
effect from the 1st day of April, 1977; 

(2) in clause (ui),— 

(a) for the words “any one or more of the articles or things 
specified in the list in the Ninth Schedule”, the words, figures 
and brackets “any one or more of the articles or things specified 
in items 1 to 20 (both inclusive) in the list in the Ninth Sche¬ 
dule” shall be substituted; 

(b) in the second proviso,— 

(i) in clause (a), the word “and” shall be omitted; 

(ii) in clause (b), the word “and” shall be inserted at 
the end; 

(Hi) after clause (b), the following clause shall be 
inserted, namely:— 

“ (c) any ship or aircraft acquired after the 31st day 
of March, 1976 or any machinery or plant installed after 
that date.”. 

8 . After section 32 of the Income-tax Act, the following section shall 
be inserted, namely: — 


‘32A. (1) In I'espect of a ship or an aircraft or machinery or 
plant specified in sub-section (2), which is owned by the assessee 
and is wholly used for the purposes of the business carried on by 
him, there shall, in accordance with and subject to the provisions 
of this section, be allowed a deduction, in respect of the previous 
year in which the ship or aircraft was acquired or the machinery 
or plant was installed or, if the ship, aircraft, machinery or plant is 
first put to use in the immediately succeeding previous year, then, 
in respect of that previous year, of a sum by way of investment 
allowance equal to twenty-five per cent, of the actual cost of the 
ship, aircraft, machinery or plant to the ass^see: 

Provided that no deduction shall be allowed under this section 
in respect of— 

(o) any machinery or plant installed in any office premises 
or any residential accommodation, including any accommodation 
in the nature of guest-house; 

395 G of I—2 
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(b) any office appliances or road transport vehicles; 

(c) any ship, machinery or plant in respect of which the 
deduction by way of development rebate is allowable under 
section 33; and 

(d) any machinery or plant, the whole of the actual cost of 
which is allowed as a deduction (whether by way of deprecia¬ 
tion or otherwise) in computing the income chargeable under 
the head “Profits and gains of business or profession” of any 
one previous year. 

(2) The ship or aircraft or machinery or plant referred to in 
sub-section (1) shall be the following, namely; — 

(a) a new ship or new aircraft acquired after the 31st day 
of M^U'ch, 1976 by an assesaee engaged in the business of opera¬ 
tion of ships or aircraft; 

(fa) any new machinery or plant installed after the 31st day 
of March, 1976— 

(i) for the purposes of business of generation or distri¬ 
bution of electricity or any other form of power; or 

(ii) for the purposes of business of construction, manu¬ 
facture or production of any one or more of the articles or 
things specified in the list in the Ninth Schedule; or 

(iii) in a small-scale Industrial undertaking for the pur¬ 
poses of business of manufacture or production of any other 
articles or things. 

Explanation, —For the purposes of this sub-section and sub¬ 
section (4),— 

(1) “new ship” or “new aircraft” or “new machinery or 
plant” shall have the same meanings as in the Explanation to 
clause (ui) of sub-section (1) of section 32; 

( 2 ) an industrial undertaking shall be deemed to be a small- 
scale Industrial undertaking, if the aggregate value of the machi¬ 
nery and plant (other than tools, jigs, dies and moulds) ins¬ 
talled, as on the last day of the previous year, for the purposes 
of the business of the undertaking does not exceed ten lakh 
rupees; and for this purpose the value of any machinery or plant 
shall be,— 

(a) in the case of any machinery or plant owned by 
the assessee, the actual cost thereof to the assessee; and 

(b) in the case of any machinery or plant hired by the 
assessee, the actual cost thereof as in the case of the owner 
of such machinery or plant. 

(3) Where the total income of the assessee assessable for 
the assessment year relevant to the previous year in which the 
ship or Rircraft was acquired or the machinery or plant was 
Installed, or, as the case may be, the immediately succeeding 
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previous year [the total income for this purpose being comput¬ 
ed after deduction of the allowances under section 33 and sec¬ 
tion 33A, but without making any deduction under sub-section 
(I) of this section or any deduction under Chapter VIA] is nil 
or is less than the full amount of the investment allowance,— 

(i) the sum to be allowed by way of investment allow¬ 
ance for that assessment year under sub-section (1) shall 
be only such amount as is sufficient to reduce the said total 
Income to nil; and 

(ii) the amount of the investment allowance, to the 
extent to which it has not been allowed as aforesaid, shall 
be carried forward to the following assessment year, and 
the investment allowance to be allowed for the follcwing 
assessment year shall be such amount as is sufficient to reduce 
the toal income of the assessee assessable for that assessment 
year, computed in the manner aforesaid, to nil, and the 
balance of the investment allowance, if any, still outstanding 
shall be carried forward to the following assessment year and 
so on, so, however, that no portion of the investment allow¬ 
ance shall be carried forward for more than eight assessment 
years immediately succeeding the assessment year relevant 
to the previous year in which the ship Or aircraft was ac¬ 
quired or the machinery or plant was installed or, as the case 
may be, the Immediately succeeding previous year. 

Explanation .—^Where for any assessment year, investment 
allowance is to be allowed in accordance with the provisions of 
this sub-section in respect of any ship or aircraft acquired or any 
machiney or plant installed in more than one previous year, and 
the total income of the assessee assessable for that assessment year 
[the total income for this purpose being computed after deduc¬ 
tion of the allowances under section ,33 and section 33A, but 
without making any deduction under sub-section (1) of this sec¬ 
tion or any deduction under Chapter VIA] is less than the aggre¬ 
gate of the amounts due to be allowed in respect of the assets 
aforesaid for that assessment year, the following procedure shall 
be followed, namely; — 

(a) the allowance under clause (ii) shall be made before 
any allowance under clause (i) Is made; and 

(b) where an allowance has to be made under clause 
(ii) in respect of amounts carried forward from more than 
one assessment year, the amount carried forward from an 
earlier assessment year shall be allowed before any amount 
carried forward from a later assessment year. 

(4) The deduction under sub-section (1) shall be allowed 
only if the following conditions are fulfilled, namely; — 

(i) the particulars prescribed in this behalf have been 
furnished bv the assessee in respect of the sh'p or aircraft or 
machinery or plant; 

(ii) an amount equal to seventy-five per ceni, of the 
investment allowance to be actually allowed is debited to the 
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profit and loss account of the previous year in respect of 
which the deduction is to be allowed and credited to a 
reserve account (to be called the “Investment Allowance 
Reserve Account”) to be utilised— 

(a) for the purposes of acquiring, before the expiry 
of a period of ten years next following the previous year 
in which the ship or aircraft was acquired or the machi¬ 
nery or plant was installed, a new ship or a new aircraft 
or new machinery or plant [other than machinery or 
plant of the nature referred to in clauses (a), (b) and 
(d) of the proviso to sub-section (1) ] for the purposes of 
the business of the undertaking; and 

(b) until the acquisition of a new ship or a new 
aircraft or new machinery or plant as foresaid, for the 
purposes of the business of the undertaking other than 
for distribution by way of dividends or profits or for re¬ 
mittance outside India as profits or for the creation of 
any asset outside India: 

Provided that this clause shall have effect in respect of 
a ship as if for the word “seventy-five”, the word “fifty” had 
been substituted. 

Explanation ■—Where the amount debited to the profit and 
loss account and credited to the Investment Allowance Reserve 
Account under this sub-sect’on is not less than the amount re¬ 
quired to be so credited on the basis of the amount of deduction 
in respect of investment allowance claimed in the return made 
by the assessee undtw section 139, but a higher deduction in 
respect of the investment allow’ance is admissible on the basis of 
the total income as proposed to be computed by th° Income-tax 
Officer under section 143, the Income-tax Officer shall, by notice 
in writing in this behalf, allow the asseSsee an opportunity to 
credit within the time specified in the notice or within such 
further time as the Income-tax Officer may allow, a further 
amount to the Investment Allowance Reserve Account out of the 
profits and gains of the previous year in which such notice is 
served on the assessee or in the immediately preceding previous 
year, if the accounts for that year have not been made up; and, 
if the assessee credits any further amount to such account with¬ 
in the time afore.said, the amount so credited shall be deemed to 
have been credited to the Investment Allowance Reserve Account 
of the previous year in which the deduction is admissible and 
such amount shall not be taken into account in determining the 
adequacy of the reserve required to be created by the assessee 
in respect of the previous year in which such further credit is 
made: 

Provided that such opportunity shall not be allowed by the 
Income-tax Officer in a case where the difference in the total 
income as proposed to be computed by him and the total income 
as returned by the assessee arises out of the application of the 
proviso to sub-section (1) of section 1411 or sub-section (?) of that 
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section or the omission by the assessee to disclose his income 
fully and truly. 

(5) Any allowance made under this section in respect of any 
ship, aircraft, machinery or plant shall be deemed to have been 
wrongly made for the purposes of this Act— 

(a) if the ship, aircraft, machinery or plant is sold or 
otherwise transferred by the assessee to any person at any 
time before the expiry of eight years from the end of the 
previous year in which it was acquired or installed; or 

(h) if at any time before thy> expiry of ten, years from 
the end of the previous year in which the ship or aircraft 
was acquired or the machinery or plant was installed, the 
assessee does not utilise the amount credited to the reserve 
account under sub-section (4) for the purposes of acquiring 
a new ship or a new amcraft or new machinery or plant 
[other than machinery or plant of the nature referred to in 
clauses (a), (h) and (d) of the proviso to sub-section ( 1 )] for 
the purposes of the business of the undertaking; or 

(c) if at any time before the expiry of the ten years 
aforesaid, the assessee utilises the amount credited to the 
reserve account under sub-section (4) for distribution by 
way of dividends or profits or for remittance outside India 
as profits or for the creation of any assets outside India or 
for any other purpose which is not a purpose of the business 
of the undertaking, 

and the provi.sions of sub-section (4A) of section 155 shall apply 
accordingly; 

Provided tha+ nothing in clause (n) shall apply— 

(i) where the ship, aircraft, machinery or plant is sold or other¬ 
wise transferred by the as.sessee to the Government, a local autho¬ 
rity, a corporation established bv a Central, State or Provinolal Act 
Or a Government company as defined in section 617 of the Companies 
Act, 1956; or 


(ii) where the sale or transfer of the ship, aircraft, machinery or 
plant is made in connection with the amalgamation or succession, 
referred to iri sub-section ( 6 ) or sub-section (7), 

(6) Where, in a scheme of amalgamation, the amalgamating 
company sells or otherwise transfers to the amalgamated com¬ 
pany any ship, aircraft, machinery or plant, in, respect of which 
investment allowance has been allowed to the amalgamating 
company under sub-section (I),— 


(a) the amalgamated company shall continue to fulfil 
the conditions men+ioned in sub-section (4) in respect of the 
reserve crea+ed by the amalgamating company and in respect 
of the period -.vifhin ^vhich such ship, aircraft, machmery or 
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plant shall not be sold or otherwise transferred and in de¬ 
fault of any of these conditions, the provisions of sub-section 
(4A) of section 155, shall apply to the amalgamated company 
as they would have applied to the amalgamating company 
had it committed the default; and 

(b) the balance of investment allowancte, if any still 
outstanding to the amalgamating company in respect of such 
ship, aircraft, machinery or plant, shall be allowed to the 
amalgamated company in accordance with the provisions 
of sub-section (3), so, however, that the total period for 
which the balance of investment allowance shall be carried 
forward in the assessments of the amalgamating company 
and the amalgamated company shall not exceed the period 
of eight years specified in sub-section (3) and the amalga¬ 
mated company shall be treated as the assessee in respect 
of such ship, aircraft, machinery or plant for the purposes 
of this section. 

(7) Where a firm is succeeded to by a company in the 
business carried on by it as a result of which the firm sells or 
otherwise transfers to the company any ship, aircraft, machinery 
or plant, the provisions of clauses (a> and (b) of sub-section (fi) 
shall, so far as may be, apply to the firm and the company. 

Explanation .—The provisions of this sub-section shall apply 
only where— 

(i) all the property of the firm relating to the business 
immediately before the succession becomes the property of 
the company; 

(ii) all the liabilities of the firm relating to the business 
immediately before the succession become the liabilities of 
the company; and 

(Hi) all the shareholders of the company were partners 
of the firm immediately before the succession- 

(8) The Central Government, if it considers necessary or 
expedient so to do, may. by notification in the Official Gazette, 
direct that the deduction allowable under this section shall not 
be allowed in respect of any ship or aircraft acquired or any 
machinery or plant installed after such date, not being earlier 
than three years from the date of such notification, as may be 
specified therein. 

(9) For the remoyal of doubts, it is hereby declared that th-^ 
deduction under sub-sectmn (7) shall not be denied by reason 
only that the amount debited to +hp profit and loss account of the 
relevant nrevious year and credited to the Tnyestment Ailowanc'' 
Reserve Account exceeds the amount of the proRt o^ such previous 
vear [as arrived at without making the debit aforesaidl, in 
accordance with the profit and loss account.’. 
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9. In section 37 of the Income-tax Act, 

(a) in sub-section (2A ),— 

(ii) in clause (i), for the words, figures and letter “section 33 
or section 33A”, the words, figures and leters “section 32A or 
section 33 or section 33A” shall be substituted; 

(ii) in the Explanation, the words, brackets, figure and letter 
“and sub-section (2B)” shall be omitted with effect from the 1st 
day of April, 1977; 

(b) sub-section (2B) shall be omitted with effect from the 1st 
day of April, 1977. 

10. In the Income-tax Act, in Chapter IV-D, after section 44B, the 
following sections shall be inserted, with effect from the 1st day of June, 
1976, namely; — 

‘44C. Notwithstanding anything to the contrary contained in 
sections 28 to 43A, in the case of an assessee, being a non-resident, 
no allowance shall be made, in computing the income chargeable 
under the head “Profits and gains of business or profession”, in 
respect of so much of the expenditure in the nature of head office 
expenditure as is in excess of the amount computed as hereunder, 
namely: — 

(o) an amount equal to five per cent, of the adjusted total 
income; or 

(b) an amount equal to the average head office expenditure; 
or 

(c) the amount of so much of the expenditure in the nature 
of head office expenditure incurred by the assessee as is attribut¬ 
able to the business or profession of the assessee in India, 

whichever is the least: 

Provided that in a case where the adjusted total income of the 
assessee is a loss, the amount under clause (a) shall be computed at 
the rate of five per cent, of the average adjusted total income of the 
assessee. 

Explanation.—For the purposes of this section,— 

(i) “adjusted total income” means the total income computed 
in accordance with the provisions of this Act, without giving 
effect to the allowance referred to in sub-section (2) of section 32 
or the deduction referred to in section 32A or section 33 or 
section 33A or the first proviso to clause (ix) of sub-section (i) 
of section 36 or any loss carried forward under sub-section (1) of 
section 72 or sub-section (2i) of section 73 or sub-section (I) of 
section 74 or sub-section (3) of section 74A or the deduction under 
Chapter VIA; 

(ii) “average adjusted total income” means,— 

(a) in a case where the total income of the assessee is 

assessable for each of the three assessment years imme¬ 
diately preceding the relevant assessment year, one-third of 
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the aggregate amount of the adjusted total iircome in respect 
of the previous years relevant to the aforesaid three assess¬ 
ment years; 

(h) in a case where the total income of the assessee is 
assessable only for two of the aforesaid thi’ee assessment 
years, one-half of the aggregate amount of the adjusted total 
income in respect of the previous years relevant to the afore¬ 
said two assessment years; 

(c) in a case where the total income of the assessee is 
assessable only for one of the aforesaid three assessment 
years, the amount of the adjusted total income in respect of 
the previous year relevant lo that assessment year; 

(in) "average head o , ce expenditure” means,— 

(a) in a case where any expenditure in the nature of 
head office expenditure has been allowed as a deduction in 
computing the income of the assessee chargeable under the 
head ‘’Profits and gains of business or profession” in respect 
of each of the three previous years relevant to the assessment 
years commencing on the 1st day of April, 1974, the 1st day 
of April, 1975 and the 1st day of April, 1976, one-third of the 
aggregate amount of the expenditure so allowed; 

(b) in a case where such expenditure has been so 
allowed only in respect of two of the aforesaid three previous 
years, one-half of the aggregate amount of the expenditure 
so allowed; 

(c) in a case where such expenditure has been so allowed 
only m respect of one of the aforesaid three previous years, 
the amount of the expenditure so allowed; 

(iv) "head office expenditure” means executive and general 
administration expenditure incurred by the assessee outside 
India, including expenditure Incurred in respect of— 

(a) rent, rates, taxes, repairs or insurance of any pre¬ 
mises outside India used for the purposes of the business or 
profession; 

(b) salary, wages, annuity, pension, fees, bonus, com¬ 
mission, gratuity, perquisites or profits in lieu of or in 
addition to salary, whether paid or allowed to any employee 
or other person employed in, or managing the affairs of, any 
office outside India; 

(c) travelling by any employee or other person employed 
in, or managing the affairs of, any office outside India; and 

(d) such other matters connected with executive and 
general administration as may be prescribed. 
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4j4D. Notwithstanding anything to the contrary contained in 
sectiona 28 to 44C, in the case of an assessee, being a foreign com¬ 
pany,— 


(a) the deductions adnnssible under the said seclions in 
computing the income by way of loyalty or fees for technical 
services received from an Indian concein in pursuance of an 
agreement made by the foreign company wath the Indian concern 
before the 1st day of April, 1976, shall not exceed in the aggre¬ 
gate twenty per cent, of the gioss amount of such royalty or fees; 

(b) no deduction in respect of any expenditure or allowance 
shall be allowed under any of the said sections in computing the 
income by way of royalty or fees for technical services received 
from an Indian concern in pursuance of an agreement made by 
the foreign company with the Indian concern after the 3lst day 
of March, 1976- 

Explanation.—For the purposes of this section,— 

(a) “fees for technical services” shall have the same 
meaning as in the Explanation to clause {vii) of sub-section 
(1) of section 9; 

(b) ‘‘foreign company” shall have the same meaning as 
in section BOB 

(c) “royalty” shall have the same meaning as in the 
Explanation to clause (ui) of sub-section (J) of section 9 ’. 

11. In section 47 of the Income-tax Act, after clause (viii), the follow¬ 
ing clause shall be inserted with effect from the 1st day of April, 1977, 
namely: — 

‘(ix) any transfer of a capital asset, being any work of art, 
archaeological, scientific or art collection, book, manuscript, drawing, 
painting, photograph or print, to the Government or a University or 
the National Museum, National Art Gallery, National Archives or 
any such other public museum or institution as may be notified by 
the Central Government in the Official Gazette to be of national 
importance or to be of renown throughout any State or States. 

Explanation .—For the purposes of this clause, “University” 
means a, University established or incorporated by or under a Central, 
State or Provincial Act and includes an institution declared under 
section 3 of the University Grants Commission Act, 1956 to be a 
University for the purposes of that Act.’, 

12, Section 54C of the Income-tax Act shall be omitted. 


113. In section 57 of the Income-tax Act, the following proviso and 
Explanation shaU, be inserted at the end, with effect from the 1st day of 
June, 1976, namely; — 

‘Provided that npthing contained in clause (i) or clause (iii) 
shall apply in computing the income by way of dividends in the case 
of an assessee, being a foreign company. 
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Explanation. —^For the purposes of this section and section 58, 
“foreign company’’ shall have the same meaning as in section BOB.’. 

14. In section 58 of the Income-tax Act, after sub-section (2), the 
following sub-section shall be inserted, with eflect from the 1st day of 
June, 1976, namely: — 

‘(3) In the case of an assessee, being a foreign company, the 
provisions of section 44D shall, so far as may be, apply in computing 
the income chargeable under the head “Income froim other sources” 
as they apply in computing the income chargeable under the head 
“Profits and gains of business or profession”.’. 

15, In section 80A of the Income-tax Act, after sub-section (3), the 
following sub-section shall be inserted with effect from the 1st day of 
April, 1977, namely: — 

“(4) Notwithstanding anjrthing contained in sub-section (1), no 
deduction under section 80G or section 80GG or section 80HH or 
section bOJ or section 80L or section 80QQ shall be allowed in 
computing the total income of an assessee, being a Hindu undivided 
family which at any time during the previous year has at least one 
member whose total income of the previous year exceeds the maxi¬ 
mum amount not chargeable to tax.”. 

16, In section 80C of the Income-tax Act, in clause (d) of sub-section 
(2), for the words “eight thousand rupees”, the words “ten thousand 
rupees” shall be substituted with effect from the 1st day of April, 1977, 

17. In section 80G of the Income-tax Act,— 

(a) In clause (a) of sub-section (2), with effect from the Ist day 
of April, 1977,— 

(i) In sub-clause (v), the words “or” shall be inserted at 
the end; 

(ii) after sub-clause (u), the follnwing sub-clause shall be 
inserted, namely: — 

“ (vi) any authority referred to in clause {20A) of 

section 10;”; 

(b) in sub-section (4), for the words, brackets and figures “sub¬ 
clauses (iv) and (v)”, the words, brackets and figures “sub-clauses 
(iv), (u) and (vi)’’ shall be substituted with effect from the 1st day 
of April, 19r77; 

(c) after Eocplanation 4, the follow'ing Eocplanation shall be 
inserted, namely: — 

“Eocplanation 5.^—For the removal of doubts, it is hereby 
declared that no deduction shall be allowed under this section in 
respect of any donation unless such donation is of a sum of 
money 
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18. In section 80M of the Income-tax Act, for sub-section (I), the 
following sub-section shall be' substituted with effect from the 1st day of 
April, 1977, namely: — 

“(1) Where the gross total Income of an assessee, being a 
domestic company, includes any income by way of dividends from a 
domestic company, there shall, in accordance with and subject to the 
provisions of this section, be allowed, in computing the total income 
of the assessee, a deduction from such income by way of dividends of 
an amount equal to— 

(a) In respect of such income bv wnv of the whole of such income; 
dividend'from a company formed nnd 

reEistered under the Comnnnies Act, 
after the 28 th dav of Februarv, 
ipyS and engaged exclusivelv or al¬ 
most exclusively in the manufacture 
or production of any one or more of 
the articles or things specified in items 
IT and t 8 , item 23 (excluding refrac¬ 
tories') and item 24 in the list in the 
Ninth Schedule. 

(b) in respect of such income by way of sixty per cent of such income.’*, 
dividends other than the dividends 

referred to in clause (a). 

19. In section 115 of the Income-tax Act, In clause (i) with effect 
from the 1st day of April, 1977,— 

(a) In sub-clause (a) (1), for the words “forty-seven per cent.’’, 
the words “forty per cent,’’ shall be substituted; 

(b) In sub-clause (a) (2) , for the words “fifty-five per cent.’’, the 
words “fifty per cent.’’ shall be substituted; and 

(c) in sub-clause (b), for the words “forty-five per cent.’’, the 
words “forty per cent.” shall be substituted, 

20. In the Income-tax Act, after section 115, the following Sections 
shall be inserted with effect from the 1st day of June, 1976, namely: — 


‘115A. "Where the tofal income of an assessee, being a foreign 
company, includes any income by way of— 

(a) dividends; or 

(b) royalty or fees for technical services received from an 
Indian concern in pursuance of an agreement made by the foreign 
company with the Indian concern after the 31 st day of March, 
1976 and approved by the Central Government, 
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the income-tax payable shall be the aggregate qf— 

(i) the amount of income-tax calculated on the amount of 
income by way of dividends, if any, included in the total Income, 
at the rate of twenty-five per cent.; 

(«) the amount of income tax calculated on the Income by 
way of royalty, if any, included in the total Income— 

(1) on so much of the amount of such income as consists 
of lump.sum consideration for the transfer outside India of, 
or the imparting of information outside India in respect of, 
any data, documentation, drawing or specification relating to 
any patent, invention, model, design, secret formula or 
process or trade mark or similar property, at the rate of 
twenty oer cent.; 

(2) on the balance of such income, if any, at the rate of 
forty per cent.; 

(Hi) the amount of Income-tax calculated on the income by 
way of fees for technical services, if any, included In the total 
Incoime, at the rate of forty per cent.; and 

(iv) the amount of income-tax with which it would have 
been chargeable had its total income been reduced by the amount 
of Income referred to In clause (a) and clause (b). 

Explanation.—For the purposes of this section,— 

(a) "tees for technical services” shall have the same mean¬ 
ing as in the Explanation to clause (ttii) of sub-section (I) of 
section 9; 

(b) “foreign company” shall have the same meaning as in 
section 80B; 

(c) “royalty” shall have the same meaning as in the Erfpla- 
nation to clause (vi) of sub-section (1) of section 9. 

115B. Where the total income of an assessee includes any profits 
and gains from life insurance business, the income-tax payable shall 
be the aggregate of— 

(i) the amount of income-tax calculated on the amount of 
profits and gains of the life insurance business included in the 
total income, at the rate of twelve and one-half per cent.; and 

(ii) the amount of income-tax with which the assessee 
would have been chargeable had the total income of the assessee 
been reduced by the amount of profits and gains of the life 
insurance business.’. 

21. In section 155 of the Income-tax Act, after sub-section (4), the 
the following sub-section shall be inserted, namely: — 

‘(4A) Where an allowance by way of investment allowance has 
been made wholly or partly to an assessee ‘in respect of a ship or an 
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aircraft or any machinery or plant in any assessment year under 
section 32A and subsequently— 

(a) at any time before the expiry of eight years from the 
end of the previous year in which the ship or aircraft was 
acquired or the machinery or plant was installed, the ship, air¬ 
craft, machinery or plant is sold or otherwise transferred by the 
assessee to any person other than the Government, a local autho¬ 
rity, a corporation established by a Central, State or Provincial 
Act or a Government company as defined in section 617 of the 
Companies Act, 1956, or in connection with any amalgamation or 
succession referred to in sub-section (6) or sul>section (7) pf 
section 32A; or 

(b) at any time before the expiry of ten years from the end 
of the previous year in which the ship or aircraft was acquired 
or the machinery or plant was installed, the assessee does not 
utilise the amount credited to the reserve account under sub¬ 
section (4) of section 32A for the purposes of acquiring a new 
ship or a new aircraft or new machinery or plant [other than 
machinery ojr plant of the nature referred to In clauses (a), (b) 
and (d) of the proviso to suh-sectlon (1) of section 32A] for the 
purposes of the business of the undertaking; or 

(c) at any time before the expiry of the ten years referred 
to in clause (b), the assessee utilises the amount credited to the 
reserve account under sub-section (4) of section 32A— 

(i) for distribution by way of dividends or profits; or 

(ii) for remittance outside India as profits or for the 
creation of any asset outside India; or 

(Hi) for any other purpose which is not a purpose of 
the business of the undertaking, 

the investment allowance originally allowed shall be deemed to 
have been wrongly allowed, and the Income-tax Officer may, 
notwithstanding anything contained in this Act, recompute the 
total Income of the assessee for the relevant previous year and 
make the necessary amendment, and the provisions of section 154 
shall, so far as may be, apply thereto, the period of four years 
specified in sub-section (7) of that section being reckoned,— 

(i) in a case referred to in clause (a) , from the end of 
the previous year In which the sale or other transfer took 
place; 

(ii) in a case referred to in clause (b), from the end of 
the ten years referred to in that clause; 

(iii) in a case referred to in clause (c), from the end of 
the previous year in which the amount was utilised. 

Explanation .—For the purposes of clause (b), “new ship” or 
“new aircraft” or “new machinery or plant” shall have the same 
meanings as in the Explanation to clause (lu) of sub-section (1) of 
section 32.’. 
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22, In the Income-tax Act, in section 195, in sub-section (2), for the 
words “other than interest including interest on securities”, the words 
“other than interest on securities” shall be substituted with effect from 
the 1st day of June, 1976, 

23, In the First Schedule to the Income-tax Act, with effect from the 
1st day of April, 1977,— 


(a) for rule 2, the following rule shall be substituted, namely: — 

“2. The profits and gains of life insurance business shall be 
taken to be the annual average of the surplus arrived at by 
adjusting the surplus or deficit disclosed by the actuarial valua- 
ation made in accordance with the Insurance Act, 1938, in respect 4 of 1938 
of the last inter-valuation period ending before the commence¬ 
ment of the assessment year, so as to exclude from it any surplus 
or deficit included therein which was made in any earlier inter¬ 
valuation period.”; 

(b) rule 3 shall be omitted; 

(c) in rule 7, in sub-rule (1), clauses (i) and (iii) shall be 
omitted. 

24-. In the Eighth Schedule to the Income-tax Act,— 

(a) against Bihfr in column (1), for the existing areas specified 
in column (2), the following shall be substituted, namely: — 

“The districts of Aurangabad, Begusarai, Bhagalpur, Bhojpur, 
Darbhanga, East Champaran, Gaya, Madhubani, Monghyr, 
Muzaffarpur, Nalanda, Nawadah, Palamau, Purnea, Saharsa, 
Samastipur, Santal Parganas. Saran, Sitamarhi, Siwan, Vaishali 
and West Champaran.”; 

(b) against Punjab in column (1), for the existing areas specified 
in column (2), the following shall be substituted, namely: — 

‘‘The district of Bhatinda; so much of the district of Faridkot 
as formed part of the district of Bhatinda on the 31st day of 
July, 1972; the districts of Ferozepur, Gurdaspur, Hoshiarpur and 
Sangrur.”; 

(c) after Rajasthan in column (1) and the entries relating thereto, 
the following shall be inserted, namely: — 

“Sikkim The whole of the State.”; 

(d) against Uttar Pradesh in column (I), for the existing areas 
specified in column (2), the following shall be substituted, namely; — 

“The districts of Almora, Azamgarh, Baharaich, Ballia, 

Banda, Bara Banki, Easti, Budaun, Bulandshahr,'GhamoH, Deoria, 

Etah, Etawah, Faizabad, Farrukhabad, Fatehpur, Garhwal; Ghazi- 
pur, Gonda, Hamirpur, Hardoi, Jalaun, Jaunpur, Jhansi, Main- 
puri, Mathura, Moradabad, Pilibhit, Pithoragarh, Pratapgarh, 

Rae Bareli, Rampur, Shahjahanpur, Sitapur, Sultanpur, Tehri- 
Garhwal, Unnao and Uttarkashi."; 
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(e) for the Explanation, the following Explanation shall be 
substituted, namely: ^— 

“Eocplanation .—Save as otherwise expressly provided, refer¬ 
ence to any district in this Schedule shall be construed,— 

(i) in the case of the districts of Aurangabad, Begusarai, 
Bhojpur, Gaya, Monghyr, Nalanda and Nawadah in the State 
of Bihar; the district of Ferozepur in the State of Punjab; 
and the district of Rampur in the State of Uttar Pradesh, as 
a reference to the areas comprised in the district concerned 
on the 15th day, of March, 197G, being the date of introduc¬ 
tion of the Finance Bill, 1976 in the House of the People; and 

(ii) in the case of any other district, as a reference to 
the areas comprised in that district on the 3rd day of Septem¬ 
ber, 1973, being the date of introduction of the Direct Taxes 
(Amendment) Bill, 1973 in the House of the People,”. 

25 . In the Ninth Schedule to the Income-tax Act, after item 24 and 
before the Explanation, the following items shall be inserted, namely; — 


“25. Carbon and graphite products. 

26. Inorganic heavy chemicals (other than soda ash and caustic 
soda mentioned in items 12 and 13 respectively). 

27. Organic heavy chemicals. 

28. Synthetic rubber and rubber chemicals (including carbon 
black). 

29. Industrial explosives. 

30. Basic drugs, 

31. Industrial sewing machines. 

32. Finished leather and leather goods (including footwear made 
wholly or mainly of leather).”. 

26, The following amendments (being amendments of a consequential 
nature) shall be made in the Income-tax Act, namely: — 

(a) in section 45, the figures and letter '54C” shall be omitted; 

(b) in clause (in) of sub-section (2) of section 141A, for the words, 
brackets and figures “the deduction referred to in clause (ii) of 
sub-section (2) of section 33”, the words, brackets, figures and 
letter “the deduction referred to in clause (ii) of sub-section (3) of 
section 32A or clause (ii) of sub-section (2) of section 33” shall be 
substituted; 

(c) in sub-clause (in) of clause (b) of sub-section (I) of section 
143, for the words, brackets and figures “the deduction referred to in 
clause (ii) of sub-section (2) of section 33” the words, brackets, 
figures and letter “the deduction referred to in clause (ii) of sub¬ 
section (3) of section 32A or clause (ii) of sub-section (2) of section 33” 
shall be substituted; 


Amend¬ 
ment of 
Ninth 
Schedule. 


Conse¬ 
quential 
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to certain 
sections, 
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(d) in clause (i) of sub-section (I) of section 160, the words, 
brackets and figure ‘clause (i) of” shall be omitted wiith effect from 
the 1st day of June, 1976; 

(e) in the Ninth Schedule, for the brackets, words and figures 
[See section 32(l)(ui)]’, the brackets, words, figures and letters 

‘‘[See section 32(l)(vi) and section 32A (2) (b)(ii)]” shall be sub¬ 
stituted. 


Amend¬ 
ment of 
Act 27 
of 1967, 


Wealth-tax 

27. In the Wealth-tax Act, 1957,— 

(J) in. section 3, for the words at the rate or rates specified in 
the Schedule”, the words and figure “at the rate or ratesi specified in 
Schedule I” shall be substituted with effect from the 1st day of April, 
1977; 


(2) in section 5, in sub-section (1),— 

(a) after clause {ivh), the following clause shall be inserted 
with effect from the 1st day of April, 1977, namely; — 

'(ivc) one or more dwelling units (each such dwelling 
unit having a plinth area not exceeding eighty square 
metres) and the land appurtenant thereto, belonging to the 
assessee, where the construction of such dwelling unit or 
units is begun on or after the 1st day of April, 1976; 

Provided that this exemption shall apply in respect of 
any dwelling unit or units and the land appurtenant thereto 
only for a period of five successive assessment years next 
following the date on which the construction of such dwel¬ 
ling unit or units is completed. 

Explanation.—For the purposes of this clause,— 

(a) “dwelling unit” means a unit of accommodation 
used solely for the purpose of residence; 

(b) “land appurtenant”, dn relation to any dwelling 
unit or units comprising a building, means,— 

(i) in an area where there is any law in force 
providing for the minimum extent of land contiguous 
to the land occupied by any budlding to be kept as 
open space for the enjoyment of such building, the 
minimum extent of land contiguous to the land 
occupied by the building comprising such dwelling 
unit or units required to be kept as open space under 
such law; 

(ii) in any other area, an extent of land not 
exceeding one-third of the plinth area of the building 
comprising the dwelling unit or units at the ground 
level contiguous to the land occupied by such 
building;’; 
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(b) after clause (a;), the following clause shall be inserted 
and shall be deemed to have been inserted with effect from the 
1st day of April, 1975, namely; — 

“(xo) the amount of any fee due to the assessee in 
respect of services rendered by him as a legal practitioner 
within the meaning of the Advocates Act, 1961;”; 

(c) after clause (xxx), the following clause shall be inserted, 
namely: — 

‘(xxxa) the value of any building belonging to the 
assessee, where the building is used solely for the purpose 
of residence of persons employed by the assessee in any 
plantation or industrial undertaking belonging to the assessee 
and the income of each such person chargeable under the 
head “Salaries” under the Income-tax Act is ten thousand 
rupees or less;’; 

(d) in the Explanation to clause (xxon ),— 

(i) for the words “this clause", the words, brackets, 
figures and letter “clause (xxxa), this clause” shall be substi¬ 
tuted; 

(ii) for the words, brackets and figures “and clause 
(xxxii)", the words, brackets and figures “clause (xxxii) and 
clause (xxxiv)” shall be substituted with effect from the 1st 
day of April, 1977; 

(e) after clause (xxxii), the following clauses shall be in¬ 
serted with effect from the 1st day of April, 1977, namely; — 

“(xxxiii) in the case of an assessee, being a person of 
Indian origin who was ordinarily residing in a foreign coun¬ 
try and who, on leaving such country, has returned to India 
with the intention of permanently residing therein, moneys 
and the value of assets brought by him into India and the 
value of the assets acquired by him out of such moneys: 

Provided that this exemption shall apply only for a period 
of seven successive assessment years commencing with the 
assessment year next following the date on which such person 
returned to India. 

Explanation, —A person shall be deemed to be of Indian 
origin If he, or either of his parents or any of his grand¬ 
parents, was born In undivided India; 

{xxxiv) In the case of an individual, being a citizen of 
India, who is not resident In India during the year ending on 
the valuation date, the value of any equity shares in any 
company of the type referred to in clause (d) of section 48 
which is engaged In the business of manufacture or produe* 
tion df any one or more of the articles or things specified Hi 
Sehddule II or which is certified by the prescribed authdt-lty 
td have undertaken the export of sdeh percetitage of its total 
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production as may be specified in thip belj^if by tlie prescrib¬ 
ed authority, where such shares form pj^rt of tl^e initial issue 
of the equity share qapitqJi made by fOhtpftny after the 
31st day of March, 1976 or where such shares form part of 
ap issue qf equity share wl;^ieh is certified by the 

prescribed £[nthority to haye bqqp jb^ the company 

after the 31st day of March, 1976 for the purposes of expan¬ 
sion or diversification of its industrial undertaking. 

Explanation .—An individual shall be deemed t.o be not 
resident In India during the year ending on the valuation 
date if in respect of that year the individual is not resident 
in India within the meaning of the Income-tax Act,”; 


(3) in section 7,— 

(a) in sub-section (3), for the words “the valuation date”, 
the words, brackets and figure “the valuation date, or, in the 
case of an asset being a house referred to in sub-section (4), the 
valuation date referred to in that sub-section” sh^l be substi¬ 
tuted; 


(b) after sub-section (3), the following sub-i«ction shall be 
inserted, namely: — 

‘(4) Notwithstanding anything contained in sub-sectiorf 
(1), the value of a house belonging to the assessee and exclu¬ 
sively used by him for residential purposes throughout the 
period of twelve months immediately preceding the valuation 
date shall be taken to be the price which, in the opinion of 
the Wealth-tax Officer, it would fetch if sold, ip the open 
market on the valuation date next following the date on 
which he became the owner of the house, or on the valuation 
date relevant to the assessment year, commencing on the 1st 
day of April, 1971, whichever valuation date is later: 

Provided that where more than one house, belonging to 
the assessee is exclusively used by him for residential pur¬ 
poses, the provisions of this sub-section shall apply only j" 
respect of one of such houses which the assessee may, at his 
option, specify in this behalf in th? retUfn of net wealth. 


Explanation.— For the purposes of this sub-section— 

(i) where the house has been constiTUClied by the 
assessee, he shall be deemed to l?ave become the owner 
thereof on the date on which the cpnstruction of such 

house was completed; 

(ii) “house” includes a ppt of a house, being an in¬ 
dependent residential unit; 

(41 in section 21. in sub-section (4), for the words Schedule*', 
bo\h the places where they occur, the Yrord and figure ‘‘Sc^dule I 
lall be substituted with effect from the 1st day of April, 1977, 

in sectiofl 21 A, In clause (fl), for the words “the Schedule” 
word and figure “Schedule I” shall be substituted with effect from 

,e 1st day of April, 1977; 
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(6) the Schedule shall be numbered as Schedule I with effect 
from the 1 st day of April, 1977 and with effect from that date— 

(a) in the Schedule as so numbered, for Part I, the following 
Part shall be substituted, namely: — 

“PART I 

( 1 ) In the case of every individual or Hindu undivided family, not 
being a Hindu undivided family to which item (2) of this Paragraph 
applies,— 

Rate of tax 

(а) where the net wealth does not exceed J per cent, of the net wealth; 
Rs. 5,00,000. 

(б) where the net wealth exceeds Rs. Rs. 2,500 p/us per cent, of the 

5,00,000 but does not exceed Rs. amount by which the net 

10,00,000. wealth exceeds Rs. 5,00,000; 

(c) where the net wealth exceeds Rs. Rs. 10,000 plus 2 per cent, of the 
10,00,000 but does not exceed Rs. amount by which the net 

15,00,000. wealth exceeds Rs. 10,00,000; 

where the net wealth exceeds Rs. Rs. 20,000 p/w 2 J per cent, of the 
15,00,000. amount by which the net 

wealth exceeds Rs. 15,00,000 

Provided that for the purposes of this item,— 

(i) no wealth-tax shall be payable where the net wealth does 
not exceed Rs. 1 , 00 , 000 ; 

(ii) the wealth-tax payable shall, in no case, exceed 5 per cent, 
of the amount by which the net wealth exceeds Rs. 1 , 00 , 000 . 

( 2 ) In the case Of every Hindu undivided family which has at least 
one member whose net wealth assessable for the assessment year exceeds 
Rs. 1 , 00 , 000 ,— 

Rate of tax 

(а) where the net wealth does not exceed li^ per cent, of the net wealth; 
Rs. 5,00,000. 

(б) where the net wealth exceeds Rs. Rs, 7,500 plus 2 per cent, of the 

5,00,000 but does not exceed Rs. amount by which the net 
■10,00,000. wealth exc^s Rs. 5,00,000; 

(c) where the net wealth exceeds Rs. Rs. 17,500 p/i« 2^ per cent, of the 
10,00,000. amount by which the net 

wealth exceeds Rs. 10,00,000; 

Provided that for the purposes of this item,— 

(i) no wealth-tax shall be payable where the net wealth does 
not exceed Rs. 1 , 00 , 000 ; 

(ii) the wealth-tax payable shall, in no case exceed t 5 per cent, 
of th? amount by which th? net wealth ejeoe^dg Rs. 1 ,OL>, 000 .’’| 
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(b) after the Schedule as so numbered, the following Sche¬ 
dule shall be inserted, namely: — 

‘SCHEDULE 11 
[See section 5 ( 1 ) (xxxiv)] 

List of articles oh things 

1 . Ferro alloys; steel castings and forgings; special steels; and non- 
ferrous metals and their alloys. 

2 . Boilers and Steam Generating Plants. 

3 . Prime Movers (other than Electrical Generators), being industrial 
turbines or internal combustion engines. 

4 . Equipment for transmission and distribution of electricity; electri¬ 
cal motors; electrical furnaces; X-ray equipment; and electronic compo¬ 
nents and equipment. 

5 . Mechanised sailing vessels up to 1000 DWT; ship anclllaries; and 
commercial vehicles. 

6. Industrial machinery. 

7 . Machine tools. 

b. Agricultural machinery, being tractors or power tillers. 

9 - Earth moving machinery. 

10 . Industrial Instruments, being indicating, recording and regulating 
devices for pressure, temperature, rate of flow, weights, levels and the 
like. 

11 . Scientific instruments. 

12 . Nitrogenous and phosphatlc fertilisers falling under "( 1 ) Inorganic 
fertilisers” mentioned under the heading ” 18 . Fertilisers” in the First 
Schedule to the Industries (Development and Regulation) Act, 1951 . 

13 . Chemicals (other than fertilisers), namely: — 

( 1 ) Inorganic heavy chemicals. 

( 2 ) Organic heavy chemicals. 

(3) Fine chemicals including photographic chemicals. 

( 4 ) Synthetic resins and plastics. 

( 5 ) Synthetic rubbers. 

(6) Man-made fibres. 

( 7 ) Industrial explosives. 

(8) Insecticides, fungicides, weedlcldes and the like. 

( 9 ) Synthetic detergents. 

( 10 ) Miscellaneous chemicals (for Industrial use only). 

14 . Drugs and pharmaceuticals. 

15 . Paper and pulp including paper prodpcta, 

10. Automobile tyres end tubes. 


0S of 1951, 
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17. Plate glass. 

18. Ceramics, being refractories or furnace lining bricks—acidic, basic 
and neutral. 

19. Cement products, being portland cement or asbestos cement,’. 

Gift-tax 

28. In section 5 of the Gift-tax Act, 1958, in clause (in) of sub-section 
(I), after the words “local authority”, the words, brackets, figures and 
letter "or any authority referred to in clause (20A) of section 10 of the 
Income-tax Act” shall be inserted with effect from the 1st day of April, 
1977. 


Surtax 

29 . In the Companies (Profits) Surtax Act, 1964,—■ 

(tt) in section 2, in clause (8), for the words “ten per cent.”, at 
both the places where they occur, the words “fifteen per cent.” shall 
be substituted with effect from the 1st day of April, 1977; 

(b) in the First Schedule, in rule 3, for the portion beginning 
with the words “by the aggregate of—” and ending with the brackets, 
figures and words “(ii) any expenditure”, the words “by the amount 
of any expenditure” shall be substituted with effect from the 1st day 
of April, 1977; 

( 0 ) in the Second Schedule,— 

(t) in rule 1— 

(1) in clause (ii), for the words, brackets and figures 
“sub section (3) of section 34", the words, brackets, figures 
and letter “sub-section (4) of section 32A, or sub-section O) 
of| section 34” shall be inserted with effect from the 1st day 
of April, 1977; and 

(2) clauses (?«) and («) shall be omitted with effect from 
the 1st day of April, 1977; 

(ii) after rule 1, the following rule shall be inserted, and 
shall be deemed to have been inserted with effect from the 1st 
day of April, 1975, namely; — 

‘lA. Where a company has not made any credit in any 
account in its books a.s on, the first day of the previous year 
relevant to the assessment year which is of the nature of 
item (8) or item (9) under the heading “CURRENT LIABI¬ 
LITIES AND PROVISIONSi” in the column relating to 
"LIABILITIES” in the “FORM OF BALANCE-SHEET”, 
given in Part I of Schedule VI to the Companies Act, 19.56, 
or where the Income-tax Officer is of opinion that the amount 
credited in such account falls short of the amount which 
should have reasonablv been credited bv it. the amount of 
its capital as computed under rule 1 shall be reduced bv the 
amount which has not been so credited or, as the case may 
be, the amount of such shortfall, 


Amend¬ 
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Explanation.—For the purposes of this rule, the amount 
of credit which should have reasonably! been made by a 
company in relation to any account of the nature of item (9) 
aforesaid, means the amount of dividend declared or paid 
by the company, on or after the first day of the previous year 
relevant to the assessment year, for the previous year 
immediately preceding the first mentioned previous year.’; 

(in) in rule 2, in clause (i), the brackets, words and figures 
“[other than the debentures referred to in clause (in) oi moneys 
referred to in clause (v) of rule 1]’’ shall be omitted with effect 
from the 1st day of April, 1977; 

(in) in rule 3, for the words, brackets and figures “or issue 
of the debentures referred to In tlause (in), or borrowing of any 
moneys referred to in clause (ni), of rule 1 or is reduced by any 
amount on account of reduction of paiid-up share capital ' or 
redemption of such debentures or repayment of any such 
moneys,’’, the words “or is reduced by any amount on account 
of reduction of paid-up share capital,” shall be substituted with 
effect from the 1st day of April, 1977. 

Interest~tax 

3(1. In section 2 of the Interest-tax Act, 1974, in clause (f), with effect 
from the 1st day of April, 1977,-^ 

(a) in sub-clause (i), the word “and” shall be omitted; 

(b) in sub-clause (ii), the word “and” shall be insefled at the end; 

(c) after sub-clause (ii), the fsllowing sub-'clause shall be insert¬ 
ed, namely:—" 

“(iii) interest on moneys lent for the creation of a capital 
asset in India where the agreement under which such moneys 
are lent provides for the repayment thereof during a period of not 
less than seven years;”. 

CHAPTER IV 
Indirect taxes 

31. The Indian Tariff Act, 1934 (hereinafter referred to as the Tariff 
Act) shall be amended in the manner specified in the Second Schedule 


32. (1) In the case of goods mentioned in the First Schedule to the 
Tariff Act, or in that Schedule as amended from time to time, there shall 
be levied and collected as an auxiliary duty of customs an amount equal 
to twenty per cent, of the value of the goods as determined in accordance 
with the provisions of section 14 of the Customs Act, 1962 (hereinafter 52 of 1962. 
referred to as the Customs Act). 

(2) Sub-section (1) 'shall cease to have effect after the 30th day of 
June, 1977 , except a.s respects things done or omritted to be done before 
such oesser, and section 6 of the General Clauses Act, 1897, shall apply 10 of 1897 . 
upon such cesser as if the said sub-sggtioji had then bgep repealed a 
Central Act, 
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(3) The auxiliary duties of customs referred to in sub-section (J) shall 
in addition to any duties of customs chargeable on such goods under 

the Customs Act, Or any other law tor the time being in force. 

(4) The provisions of the Customs Act, and the rules and regulations 
made thereunder, including those relating to refunds and exemptions 
from duties, shall, as far as may be, apply in relation to the levy and 
collection of the auxiliary duties of customs leviable under this section 
In respect of any goods asi they apply in relation to the levy and collection 
of the duties of customs on such goods under that Act or those rules and 
regulations, as the case may be. 

33. In the Indian Tariff (Amendment) Act, 1949, in sections 4 and 5, 
for the figures “1976’', the figures “1977” shall be substituted. 


34. The Customs Tariff Act, 1975 (hereinafter referred to as the 
Customs Tariff Act), shall be amended in the manner specified in the 
'third Schedule. 

35 . The Central Excises and Salt Act, 1944 (hereinafter referred to 
as the Central Excises Act), shall be amended in the manner specified in 
the-Eourth Schedule. 

, 36. (1) In the case of goods mentioned in the First Schedule to the 

Central Excises Act, or in that Schedule as amended from time 4o time, 
there shall be levied and collected as an auxiliary duty of excise an 
amount equal to twenty per cent of the value of the goods as determined 
in accordance with the provisions of section 4 of the Central Excises Act. 

(2) Sub-section (i) shall cease to have effect after the 30th day of 
June, 1977, except as respects things done or omitted to be done before 

10 of 1837 cesser, and section 6 of the General Clauses Act, 1897, shall apply 

upon such cesser as if the said sub-seCtion had then been repealed by a 
Central Act. 

(3) The auxiliary duties of excise referred to in sub-section (1) shall 
be in addition to any duties of excise chargeable on such goods under 
the Central Excises Act, or any other law for the time being in force. 

(4) The auxiliary duties of excise leviable under sub-section (1) in 
the financial year 1975-76 shall be for the purposes of the Union and the 
proceeds thereof shall ndt be distributed among the States. 

(5) ' The provisions of the Central Excises Act and the rules made 
thereunder, including those relating to refunds and exemptions from 
duties, shall, as far as may be, apply in relation to the levy and collection 
of the auxiliary duties of excise' leviable under this section in respect of 
any goods as they apply 1^^ relation to the levy and collection of the duties 
of excise on such goods under that Act or those rules, as the case may be. 

37. The Additional Duties of Excise (Goods of Special Importance) 
Act, 1957 (hereinafter referred to as the Additional Duties of Excise 
Act), shall be amended in the manner specified in the Fifth Schedule. 
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38. For the year beginning on the 1st day of April 1976, no duty under 
the Central Excises Act or the Tariff Act or the Customs Tariff Act shall 
be levied in respect of salt manufactured In, or imported into, India. 

39. In the Medicinal and Toilet Prepaiations (Excise Dutie:) Act, 
1955,— 


( 0 ) for the words “opium, Indian hemp or other narcotic drug or 
narcotic”, wherever they occur, the words “narcotic drug or narcotic” 
snail be substituted; 


(b) in section 2,— 

(i) after clause (a), the following clauses shall be insetted, 
namely: — 

‘(aa) “coca derivative” means— 

(i) crude cocaine, that is, any extract of coca leaf 
which can be used, directly or indirectly, for the manu¬ 
facture of cocaine; 

(li) ecgonine, that is, laevo—ecgonine having the 
chemical formula CgH^MOaHiO, and all the derivatives 
of laevo-ecgonine from which it can be recovered; and 

(m) cocaine, that is, methyl-benzoyl-laevo-ecgonine 
having the chemical formula HnNOi and its salts; 

(ah) “coca leaf” means— 

(i) the leaf and young twigs of any coca plant, that 
is, of the Erythroxylon coca (Lamk.) and the Erythro- 
xylon novQ-granatense (Hiern.) and their varieties, and 
of any other species of this genus which the Central 
Government may, by notification in the Official Gazette, 
declare to be coca plants for the purposes of this Act; and 

(ii) any mixture thereof, with or without neutral 
materials;’; 

(ii) after clause (b), the following clause shall be inserted, 
namely; — 

‘(bb) “derivative of opium” means— 

(i) medicinal opium, that is, opium which has under¬ 
gone the processes necessary to adapt it for medicinal 
use; 

(ii) prepared opium, that is, any product of opium 
obtained by any series of operations designed to transform 
oplUrrt into an extract suitable for smoking, and the dross 
or other residue remaining after opium is smoked; 

(iii) morphine, that Is, the principal alkaloid 

opium having the chemical formula and ita 

salts, and its derivativesj'j 
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(iii) for clause (c), the following clause shall be substituted, 
namely: — 

‘(e) “Indian hemp” means— 

(i) the leaves, small stalks and flowering or fruiting 
tops of the Indian hemp plant (Cannabis sativa L.), 
including all forms known as hhang, siddhi or gcinja-, 

(ii) Charas, that is, the resin obtained from the 
Indian hemp plant, which has not been submitted to any 
manipulations other than those necessary for packing 
and transport; 

(iii) any mixture, with or without neutral materials, 
of any of the above forms of Indian hemp or any drink 
prepared therefrom; and 

(in) any extract or tincture of any of the above 
forms of Indian hemp;’; 

(iu) for clause (h), the following clause shall be substituted, 
namely; — 

‘(h) “narcotic drug” or “narcotic” means a substance 
which is coca leaf, or coca derivative, or opium, or derivative 
of opium, or Indian hemp and shall Include any other subs¬ 
tance, capable of causing or producing in human beings 
dependence, tolerance and withdrawal syndromes and which 
the Central Government may, by notification In the Official 
Gazette, declare to be a narcotic drug or narcotic;*; 

(c) the Schedule shall be amended in the manner specified in 
the Sixth Schedule. 


CHAPTER V 
Miscellaneous 

40. In the Indian Stamp Act, 1899, in Schedule I, in the column headed Amend- 

‘Proper Stamp-duty’, with effect from the 1st day of June, 1976, — ment of 

Ac-t 2 of 

(a) in article No. 37, for the words “Fifteen naye paise”, the 1899, 
words “One rupee” shall be substituted; 

(b) in article No. 52, for the words “Fifteen naye paise”, the 
words “Thirty paise” shall be substituted; 

(c) in article No. 53, for the words “Ten naye paise”, the words 
“Twenty paise” shall be substituted. 

41, After section 43 of the Life Insurance Corporation Act, 1956, the 
following section shall be inserted, with effect from the 1st day of June, 

1976, namely: — 

“43A. Notwithstanding anything contained in section 193 or 
section 194 of the Income-tax Act, 1961, no deduction of income-tax 
shall be made on any interest or dividend payable to the Corporation 
in respect of any securities or shares owned by it or in which it has 
full beneficial interest.”.] 
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42. In section 32 of the Unit Trust of India Act, 1963, in clause (b) of 
sub-section (1), for sub-ciause (ii), the following sub-clause shall be 
substituted with effect from the 1st day of April, 1977, namely: — 


“(ii) a Hindu undivided family, not being a Hindu undivided 
family which at any time during the previous year has at least one 
member whose total income of the previous year exceeds the 
maximum amount not chargeable to income-tax under the Income- 
tax Act, 1961, or”. 

43. In the Compulsory Deposit Scheme (Income-tax Payers) Act, 
1974,— 


(a) in section 3, in sub-section (1), for the words, figures and 
letters “and the assessment year commencing on the 1st day of April, 
1976.”, the words, figures and letters ", the assessment year com¬ 
mencing on the 1st day of April, 1976 and the assessment year com¬ 
mencing on the 1st day of April, 1977Z’ shall be substituted; 

(b) in section 4, in sub-section (1), for the. words “a compulsory 
deposit for that assessment year at the rates specified in the Schedule.”, 
the following shall be substituted, namely: — 

“a compulsory deposit,— 

(i) for the assessment year commencing on the 1 st day of 
April, 1975 and the assessment year commencing on the 1st day 
of April, 1976, at the rates specified in Paragraph A of the 
Schedule; and 

(ii) for the assessment year commencing on the 1 st day 
of April, 1977, at the rates specified in Paragraph B of the 
Schedule.”; 

(c) in the Schedule,— 

(i) below the words “Rates of compulsory deposit”, the 
word and letter “Paragraph A” shall be inserted; and 

(ii) for the provisos, the following shall be substituted, 
namely: — 


“Paragraph B 


(i) Where the current income exceeds Rs- 4 per cent, of the current income; 
15,000 but does not exceed Rs. 25 , 000 . 


( 2 ) Where the current income exceeds Rs. Rs. 1,000 plus 10 per cent, of the 
25,000 but does not exceed Rs. amount by which the current 
70 , 000 . income exceeds Rs. 25 , 000 ; 


43 of 1961. 


( 3 ) Where the current income exceeds Rs. Rs. 5,500 plus 12 per cent, of the 
70 , 000 . amount by which the current 

income exceeds Rs. 70 , 000 ; 
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Provided that in a case (whether falling under Paragraph A or Para¬ 
graph B) — 

(a) where the current income exceeds Rs. 15,000 but does not 
exceed Rs. 15,620, the compulsory deposit shall in no case exceed the 
amount by which the current income exceeds Rs. 15,000; 

(b) where the amount of compulsory deposit calculated in 
accordance with the foregoing provisions is less than Rs. 100, it shall 
not be necessary for the depositor concerned to make such deposit.”- 

Declaration under the Provisional Collection 
of Taxes Act, 1931 

It is hereby declared that it is expedient in the public interest that 
the provisions of clauses 31, 32, 33, 35, 36, 37 and 39 of this Bill shall have 
16 of 1031. immediate effect under the Provisional Collection of Taxes Act, 1931. 
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THE FIRST SCHEDULE 
(See section 2) 

PART I 

Income -tax and surcharge on income-tax 
Pavagmph A 
Sub-Paragraph, I 

In the ca'^e of every individual or Hindu undivided family or unregis¬ 
tered firm or other association of persons or body of individuals, whether 
incorporated or not, or every artificial juridical person referred to in 
sub-clause (vU) of clause (31) of section 2 of the Income-tax Act, not 
being a case to which Sub-Paragraph II of this Paragraph or any other 
Paragraph of this Part applies,— 


Rates of inc<yme-tax 


(i) where the t ital income does not exceed Nil ; 
Rs. 8 , 000 , 


( 2 ) where the total income exceeds 
Rs. 8,000 but does not exceed Rs. 
15 , 000 . 


17 per cent, of the amount by 
which the total income exceeds 
Rs. 8 , 000 ; 


( 3 ) where the total income exceeds Rs. 
15,000 but does not exceed Rs. 20 , 000 . 


( 4 ) where the total income exceeds Rs. 
20,000 but does not exceed Rs. 25 , 000 . 


Rs. 1,190 plus 20 per cent, of the 
amount by wUch the total 
income exceeds Rs. 15 , 000 ; 

Rs. 2,190 plus 30 per cent, of the 
amount by which the total 
income exceeds Rs. 20 , 000 ; 


( 5 ) where the total income exceeds Rs. Rs. 3,690 plus 40 per cent, of the 
25,000 but does not exceed Rs. 30 , 000 . amount by which the total 

income exceeds Rs. 25 , 000 ; 


( 6 ) where the total income exceeds Rs. 
30,000 but does not exceed Rs. 50 , 000 . 


Rs. 5,690 plus 50 per cent, of the 
amount by which the total 
income exceeds Rs. 30 , 000 ; 


( 7 ) where the total income exceeds Rs. Rs. 15,690 p/ns 60 per cent, of the 
50,000 but docs not exceed Rs. 70 , 000 . amount by which the total 

income exceeds Rs. 50 , 000 ; 


( 8 ) where the total income exceeds Rs. 
70 , 000 . 


Rs. 27,690 plus 70 per cent, of the 
amount by wWch the total 
income exceeds Rs. 70 , 000 . 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such 
Income-tax. 
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Sub-Paragraph II 

In the case of every Hindu undivided family which at any time during 
the previous year has at least one member whose total income of the 
previous year relevant to the assessment year commencing on the 1st 
day of April, 1976 exceeds Rs. 8 , 000 ,— 


Rates of income-tax 


(i) where the total income does not Nil; 
exceed Rs. 8,ooo. 


(2) where the total income exceeds Rs. 
8,000 but does not exceed Rs, 15,000. 


20 per cent, of the amount by 
w'hich the total income exceeds 
Rs. 8,oooj 


(3) where the total income exceeds Rs. Rs. 1,400 30 per cent, of the 

15,000 but does not exceed Rs. 20,000. amount by which the total 

income exceeds Rs. 15,000; 


(4) where the total income exceeds Rs. 
20,000 but does not exceed Rs. 25,000. 


Rs. 2,900 plus 40 per cent, of the 
amoum by which the total 
income exceeds Rs. 20,000; 


(5) where the total income exceeds Rs. 
25,000 but does not exceed Rs. 30,000. 


Rs. 4,900 plus 50 per cent, of the 
amount by which the total 
income exceeds Rs. 25,000; 


(6) where the total income exceeds Rs. Rs. 7,400 plus 60 per cent, ol' the 
J32,000 but does not exceed Rs. 50,000. amount by which the total 

income exceeds Rs. 30,000; 


(7) where the total income exceeds Rs. 
30,000. 


Rs. 19,400 plus 70 per cent, of the 
amount by which the total 
income exceeds Rs. 50,000. 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preced¬ 
ing provisions of this Sub-Paragraph shall be increased by a surcharge 
for purposes of the Union calculated at the rate of ten per cent, of such 
income-tax. 


Paragraph B 

In the case of every co-operative society,— 

Rates of income-tax 

(1) where the total income does not exceed 15 per cent, of the total income; 
Rs. 10,000. 

(2) where the total income exceeds Rs. Rs. 1,500 p/ws 25 per cent, of the 
10,000 but does not exceed Rs. 20,000. amount by which the total 

income exceeds Rs. 10,000; 

(3) where the total income exceeds Rs. Rs. 4,000 plus 40 per cent of the 

20,000. amount by which the total 

income exceeds Rs. 20,000. 
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Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Paragraph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cetit. of such 
income-tax. 

Paragraph C 
Suh-Paragraph I 

In the case of every registered firm, not being a case to which Sub- 
Paragraph If of this Paragraph applies,— 

Rates of income-tax 

(1) where the total income does not cx- Nip 
ceed Rs. 10,000. 

(2) where the tftal income exceeds Rs. 5 per cent, of the amount by 
10,000 but does not exceed Rs. 25,000. which the total income exceeds 

Rs. 10,000; 

(3) where the total income exceeds Rs. Rs. 750 plus 7 per cent, of the 
25,000 but does not exceed Rs. 50,000. amount by which the total 

income exceeds Rs. 25,000; 

(4) where the total income exceeds Rs. Rs. 2,500 plus 15 per cent, of the 

30,000 but does not exceed Rs. amount by which the total 

1,00,000. income exceeds Rs. 50,000; 

(5) where the total income exceeds Rs. Rs. 10,000 p/wr 24 per cent, of the 

1,00,000. amount by which the totai 

income exceeds Rs. 1,00,000 

Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such 
income-tax. 

Sub-Paragraph II 

In the case of every registered firm whose total income includes 
income derived from a profession carried on by it and. the income su 
included is not less than fifty-one per cent, of such’ total Income,— 

Rates of income-tax 

(1) where the total income does not exceed Nip 
Rs. 10.000, 

(2) where the total income exceeds Rs. 4 per cent, of the amount by 
10,000 but does not exceed Rs. 25,000. which the total income exceeds 

Rs. 10,000; 

(3) where the total income exceeds Rs. R.s. 6,00 plus 7 per cent, of the 
2S,ooo but does not exceed Rs. 50,000. amount by which the total 

income exceeds Rs. 25,000; 

(4) where the total income exceeds Rs. Rs. 2,350 plus 13 per cent, of the 

50,000 but does not exceed Rs. amount by which the total 
1,00,000. income exceeds Rs. 50,000; 

(5) where the total income exceeds Rs. Rs. 8,850 plus 22, per cent, of the 

1,00,000. amount by which the total 

income exceeds Rs. 1,00,000 
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Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such 
income-tax. 

Explanation.~F ot the purposes of this Paragraph, “registered firm” 
includes an unregistered firm! assessed as a registered firm under 
clause (b) of section 183 of the Income-tax Act. 

Paragraph D 

In the case of every local authority,—■ 

Rate of income-tax 

On the whole of the total income. 50 pec cent. 

Surcharge on income-tax 

The amount of income-tax computed at the rate hereinbefore specified 
shall be increased by a surcharge for purposes of the Union calculated 
at the rate of ten per cent, of such income-tax. 

Paragraph E 

In the case of the Life Insurance Corporation ctf India established 
31 ef 1956 . under the Life Insurance Corporation Act, 1956 ,™ 

Rates of income-tax 

(0 on that part of its total income which 52 • 5 per cent.; 
consists of profits and gains from life 
insurance business, 

(it) on the balar ce, if any, of the total in- the rate of income-tax applicable 
come. in accordance with Paragraph F 

of this Part, to the total income 
of a domestic company which 
is a company in which the 
public are substantially in¬ 
terested. 

Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Paragraph shall be increased by a surcharge calculated 
at the rate of five per cent, of such income-tax. 

Paragraph F 

In the case of a company, other than the liife Insurance Corporation 
31 of 1950 , of India established under the Life Insurance Corporation Act, 1956 ,— 

Rates of income-tax 
I. In the case of a domestic company,—■ 

(i) where the company i.s a company in 
which the public are substantially in¬ 
terested,— 

(t) in a case where the total income 45 per cent, of the total income; 
does not exceed Rs. 1,00,000. 

(it) in a case where the total income 55 per cent, of the total income; 
exceeds Rs. 1,00,000, 
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(2) where the company is not a company 
in which the public are substantially 
interested,— 

(0 in the case of an industrial company,— 

(a) where the total income docs 55 per cent, of the total income; 
not exceed Rs. 2,00,000. 

(b) where the total income ex- 60 per cent, of the total income; 
ceeds Rs. 2,00,000. 

(«) in any other case 65 per cent, of the total incomel 

Provided that— 

(i) the income-tax payable by a domestic company, being a 
company in which the public are substantially intei'ested, the total 
income of tvhich exceeds Rs. 1 , 00 , 000 , shall not exceed the aggregate 
of— 


(a) the income-tax which would have been payable by the 
company if its total incomei had been Rs- 1 , 00,000 (the income of 
Rs. 1 , 00,000 for this purpose being computed as if such Income 
included Income from various sources in the same proportion as 
the total Income of the company); and 

(b) eighty per cent, of the amount by which its total Income 
exceeds Rs. 1 , 00 , 000 ; 

(ii) the Income-tax payable by a domestic company, not being 
a company in which the public are substantially interested, which 
is an industrial company and the total Income of which exceeds 
Rs. 2 , 00 , 000 , shall not exceed the aggregate of— 

(o) the income-tax which would have been payable by the 
company if its total income had been Rs. 2 , 00,000 (the income 
of Rs. 2 , 00,000 for this purposei being computed as If such income 
included income from various sources in the same proportion as 
the total income of the company; and 

(b) eighty per cent, of the amount by which its total income 
exceeds Rs. 2 , 00 , 000 . 

II. In the case of a company other than a domestic company— 


(i) on so much of the total income as consists of— 

(a) royalties received from an Indian 
concern in pursuance of an agreement 
made by it with the Indian concern 
after the 31st day of March, 1961, or 

(b) fees for rendering technical services 
received from an Indian concern in 
pursuance of an agreement made by it 
with the Indian concern after the 29th 
day of February, 1964, 

and where such agreement has, in 50 per cent.; 
cither case, been approved by the 
Central Government. 

(m) on the balance, if any, of the total 70 per cent, 
income. 
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Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Paragraph shall be increased by a surcharge calculated 
at the rate of five per cent, of such income-tax. 

PART II 

Rates for deduction of tax at source in certain cases 

In every case in which under the provisions of sections 193 , 194 , 194 A, 
194 B, 194 D and 195 of the Income-tax Act, tax is to be deducted at the 
rates in force, deduction shall be made from the income subject to 
deduction at the following rates; — 

Income-tax 

Rate of Rate of 

income-tax surcharge 

I. In the case of a person other than a 
company— 

(a) where the person is resident in India— 

(i) on income by way of interest 10 per cent. Nil; 

other than “Interest on securities” 

(u) on income by way of winnings 30 per cent. 3 per cent. ; 

from lotteries and cross-word 
puzzles. 

(Hi) on income by way of insurance 10 per cent. Nil; 

commission. 

(iv) on any other income (excluding 21 per cent. 2 per cent.; 

interest payable on a tax-free 
security). 

(b) where the person is not resident 
in India— 

(i) on the whole income (excluding income-tax at 30 per cent, and 

interest payable on a tax-free surcharge at 3 per cent, of the 
security). amount of the income, 

or 

income-tax and surcharge on in¬ 
come-tax in respect of the income 
at the rates prescribed in Sub- 
Paragraph I of Paragraph A of 
Part III of this Schedule, if 
such income had been the total 
income, 

whichever is higher; 

(ii) on income by way of interest 15 per cent. i'5 per cent, 
payable on a tax-free security 

2. In the case of a company— 

(a) where the company is a domestic 
company— 

(i) on income by way of interest 20 per cent. I per cent.; 
other than “Interest on securities” 


305 e Of 1—6 





dSyo tHM GAZETTE INDIA EXTRAOUDlNA^JY [^art ti— 


Incojne-tax 

Rate of Rate of 

income-tax surcharge 

(ii) on any other income (excluding 22 per cent. i per cent.; 
interest payable on a tax-free 
security). 

(b) where the company is not a domes¬ 
tic company— 

(t) on income by way of dividends 25 per cent. Nil', 
payable by any domestic company 

(ii) on inatmc by way of royalties 
payable by an Indian concern in 
pursuance of an agreement made 
by it with the Indian concern 
and which has been approved by 
the Ccmral Government,— 

(A) where the agreement is made 50 per cent. 2-5 per cent.; 
after the 31st day of March, 

1961 but before the ist day of 
April, 1976. 

(B) where the agreement is made 
after the 31st day of March, 

1976— 

(1) on so much of the amount 20 per cent. Nil; 
of such income as consists 

of lump sum consideration 
for the transfer outside 
India of, or the imparting 
of information outside Inoia 
in respect of, any data, 
documentation, drawing 
or specification relating to 
any patent, invention, 
model, design, secret 
formula or process, or 
trade mark or similar pro¬ 
perty. 

(2) on the balance, if any, of 40 per cert. Nil; 
such income. 

(Hi) on income by way of fees for 
technical services payable by an 
Indian concern in pursuance of 
an agreement made by it with the 
Indian concern and which has 
been approved by the Central 
Govern ment— 

(A) where the agreement is made 50 per cent, 2*5 per cent.; 
after the 29th day of February, 

1964 hut before the Tst day of 
April, 1976. 

(B) where the agreement is made 40 per cent. Nil; 
after the 3i:.t day of March, 

1976. 

(iv) on income by way of interest pay- 44 per cent. 2-2 per cent.; 
able on a tax-free security. 

(v) on any other income. 


70 per cent. 


3 ■ 5 per Cent. 
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PART III 

Rates Jor calculating or charging income-tax in certain cases, deducting 
income-tax from income chargeable under the head “Salaries" or any 
payment referred to in subsection ( 9 ) of section 80 E and computing 
“advance tax”. 

In cases in which income-tax has to be calculated under the first 
proviso to sub-section ( 5 ) of section 132 of the Income-tax Act or charged 
under sub-section ( 4 ) of section 172 or sub-section ( 2 ) of section 174 or 
section 175 or sub-section ( 2 ) of section 176 of the said Act or deducted 
under section 192 of the said Act from income chargeable under the head 
“Salaries” or deducted under sub-section ( 9 ') of section 80 E of the said 
Act from any payment referred to in the said sub-section ( 9 ) or in which 
the “advance tax” payable under Chapter XVII-C of the said Act has 
to be computed, at the rate or rates an force, such income-tax or, as the 
case may be, “advance tax” (not being “advance tax” in respect of any 
income chargeabie to tax under Chapter XII or section 164 of the 
Income-tax Act at the rates as specified in that Chapter or section, 
shail be so calculated, charged, deducted or computed at the following 
rate or rates;— 


Paragraph A 
S^ib-Paragraph I 

In the case of every individual or Hindu undivided family or 
unregistered firm or other association of persons or body of individuals, 
whether incorporated or not, or every artificial juridical person referred 
to in sub-clause (nii) of clause ( 81 ) of section 2 of the Income-tax Act. 
not being a case to which Sub-Paragraph II of this Paragraph or any 
other Paragraph of this Part applies,— 


Rates of income-tax 


(1) where the total incorre does not 
exceed Rs. 8,000. 

( 2) where the total income exceeds Rs. 
8,000 but does not exceed Rs. 
15,000. 

(3) where the total income exceed Rs. 
15,000 but docs not exceed Rs. 
20,000. 

(4) where the total income exceeds Rs. 
20,000 but does not exceed Rs. 
25,000. 

(5) where the total income exceeds Rs, 
25,000 but does not exceed Rs. 
30,000, 

(6) where the total income exceeds Rs. 
30,000 but does not exceed Rs. 
50,000. 

(7) where the total income exceeds Rs. 
50,000 but does not exceed Rs. 
70,000. 


Nil; 


15 per cer t. of the amount by 
which the total income exceeds 
Rs. 8,000; 

Rs. 1,050 plus 18 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 15,000; 

Rs. 1,950 plus 25 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 20,000; 

Rs. 3,200 plus 30 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 25,000; 

Rs. 4,700 plus 40 per cent of the 
amount by which the total in¬ 
come exceeds Rs. 30,000; 

Rs. 12,700 plus 50 per cert, of the 
amount by which the total in¬ 
come exceeds Rs. 50,000; 



672 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part U— 


(8J wheie ihe luial income exceeds Rs. 
yOjOoo but does not exceed Rs. 
1,00,000. 


Rs. 22,700 plus 55 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 70,000; 


(9) where the total income exceeds Rs. 
1,00,000. 


Rs. 39,200 plus 60 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 1,00,000. 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
purposes of the Union calculated, at the rate of ten per cent, of such 
income-tax. 


Suh-Paragraph 11 

In the case of every Hindu undivided family which at any time during 
the previous year has at least one member whose total income of the 
previous year relevant to the assessment year commencing on the 1st day 
of April, 1977 exceeds Rs. 8 , 000 ,— 


Rates of income-tax 


(1) where the total income does not 
exceed Rs. 8,000. 

(2) where the total income exceeds Rs. 
8,000 but does not exceed Rs. 
15,000. 

(3) where the total income e.xceed,s Rs. 
15,000 but does not exceed Rs. 
20,000. 

(4) where the total income exceeds Rs. 
20,000 but does not exceed Rs. 
25,000. 

(5) where the total income exceeds Rs. 
25.000 but does not exceed R.s. 
30,000. 

(6) where the total income exceeds Rs. 
30,000 but docs not exceed Rs. 
50,000. 

(7) where the total income exceeds Rs. 
50,000 but does not exceed Rs. 
70,000. 

(8) where the total income exceeds Rs. 

70,000. 


Nil; 


18 per cent, of the amount by 
which the total income exceeds 
Rs. 8,000; 

Rs. 1,260 plus 25 per cent, of the 
amotii t by which the total in¬ 
come exceeds Rs. 15,000; 

Rs. 2,510 plus 30 per cent, of the 
amount hy which the total in¬ 
come exceeds Rs. 20,000; 

Rs. 4,010 plus 40 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 25,000; 

Rs. 6,010 plus 50 per cert, of the 
amount by which the total in¬ 
come exceeds Rs. 30,000; 

Rs. 16,010 plus 55 per cent, of the 
amount by which the total in¬ 
come exceeds R.‘. 50,000; 

Rs. 27,% plus 60% of the 
amount by which the total in¬ 
come exceeds Rs. 70,000. 


Surcharge on income-tax 

Tl'he amount of Income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such in¬ 
come-tax, 
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In the case of every co-operallve society,-— 

Rates of income-tax 


(1) where the total income does not ex¬ 
ceed Rs, 10,000. 

(2) where the total income exceeds Rs. 
10,000 but docs not exceed Rs. 
20,000. 

(3) where the total income exceeds Rs. 
20,000. 


15 per cent, of the total income; 


Rs. 1,500 pins 25 per cent, of the 
amoui t by which the total in¬ 
come exceeds Rs. 10,000; 

Rs. 4,000 p/us 40 per cent, of the 
amourt hy wliich the total in- 
come exceeds Rs. 20,000. 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the precedhtg 
provisions of this Paragraph shalv be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such 
income-tax. 


Paragraph C 


Sub-Paragraph I 

In the case of every registered firm, not being a case to which Sub- 
Paragraph II of this Paragraph applies,— 


Rates of income-tax 


(1) where the total income does not 
exceed Rs. 10,000. 

(2) where the total income exceeds Rs. 
10,000 but does not exceed Rs. 
25,000. 

(3) where the total income exceeds Rs. 
25,000 but does not exceed Rs. 
50,000. 

(4) where the total income exceeds Rs. 
50,000 but does not exceed Rs. 
1,00,000. 

(5) where the total income exceeds Rs. 
1,00,000. 


Nil; 


5 per cent, of the amount by 
which the total income exceeds 
Rs. 10,000; 

Rs. 750 plus 7 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 25,000; 

Rs. 2,500 plus 15 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. y0,000; 

Rs. 10,000 plus 24 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 1,00,000. 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragraph shall be increased by a surcharge for 
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purposes of the Union calculated at the rate of ten per cent, of such In¬ 
come-tax, 


Sub-Paragraph II 

In the case of every registered firm whose total income includes 
income derived from a profession carried on by it and the income so 
included is not less than flfty-one per cent, of such total income,— 


Rates of income-tax 

(i) where the total income does not ex- Nil; 
cecd Rs. 10,000. 


(2) where the total income exceeds Rs. 
10,000 but does not exceed Rs. 
25,000. 

(3) where the total income exceeds Rs. 
25,000 but does not exceed Rs. 
50,000. 

(4) where the total income exceeds Rs. 
50,000 but does not exceed Rs. 
1 , 00 , 000 . 

(5) where the total income exceeds Rs. 
1,00,000. 


4 per cent, of the amount by 
which the total income exceeds 
Rs. 10,000; 

Rs. 600 plus 7 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 25,000; 

Rs. 2,350 p/ws 13 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 50,000; 

Rs. 8,850 plus 22 per cent, of the 
amount by which the total in¬ 
come exceeds Rs. 1,00,000. 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Sub-Paragr-aph shall be increased by a surcharge for 
purposes of the Union calculated at the rate of ten per cent, of such 
income-tax. 

Explanation.—For the purposes of this Paragraph, “registered firm” 
includesi an unregistered firm assessed as a registered firm under clause 
tb) of section 183 of the Income-tax Act. 


Paragraph D 

In the case of every local authority,— 

Rate of income-tax 

On the whole cf the total income. 50 per cent. 

Surcharge on income-tax 

The amount of income-tax computed at the rate hereinbefore specified 
shall be increased by a surcharge for purpo.ses of the Onion calculated 
at the rate of ten per cent, of such inepme-tax, 
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Paragraph E 

In the case of a company,— 

Rates of income-tax 

I. In the case of a domestic company,— 

(1) where the company is a com¬ 
pany in which the public are 
substantially interested,— 

(1) in a case where the total income 45 per cent, of the total inccme; 
does not exceed Rs. 1,00,000. 

(it) in a case where the total income ex- 55 per cent, of the total income; 
ceeds Rs. 1,00,000. 

(2) where the company is not a company 
in which the public are substantially 
interested,— 

(i) in the case of an industrial com¬ 
pany,— 

(a) where the total incomes docs 55 per cent, of the total income; 
not exceed Rs. 2,00,000. 

(b) where the total income exceeds 60 per cent, of the total income; 
Rs. 2,00,000. 

(it) in any other case. 65 per cent, of the total inccme. 

Provided that— 

(i) the income-tax payable by a domestic company, being a com¬ 
pany in which the public are substantially interested, the total income 
of which exceeds Rs, 1 , 00 , 000 , shall not exceed the aggregate of— 

(a) the income-tax which would have been payable by the 
company if its total income had been Rs. 1 , 00’,000 (the income of 
Rs. 1 , 00,000 for this purpose being computed as if such income 
included income from various! sources in the same proportion as 
the total income of the company); and 

(b) eighty per cent, of the amount by which its total income 
exceeds Rs. 1 , 00 , 000 ; 

(ii) the income-tax payable by a domestic company, not being a 
company in which the public are substantially interested, which is 
an industrial company and the total income of which exceeds 
Rs, 2 , 00 , 000 , shall, not exceed the aggregate of— 

(a) the income-tax which would have been payable by the 
company if its total income had been Rs. 2 , 00,000 (the income of 
Rs. 2 , 00,000 for this purpose being computed as if such income 
included income from various sources in the same proportion as 
the total income of the company); and 

(b) eighty per cent, of the amount by which its total income 
exceeds Rs, 2 , 00 ^ 000 . 
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II, In the case of a company other than a domestic company,— 

(i) on so much of the total Income 
as consists of— 

(a) royalties received , from an Indian 
concern in pursuance of an agree¬ 
ment made by it with the Indian 
concern after the 3 ist day of March, 

1961 but before the ist day of April, 

1976, or 

(b) fees for rendering technical services 
received from an Indian concern in 
pursuance 0,f an .agreement made by 
it with the Indian concern after the 
29th day of February, 1964 but be¬ 
fore the 1st day of April, 1976, 

and where such agreement has, in 50 per cent.; 
either case, been approved by the 
Central Government 

(«) on the balance if any of the total 70 per cent. 

income 


Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding 
provisions of this Paragraph shall be increased by a surcharge calculated 
at the rate of five per cent, of such income-tax. 


PART IV 

[See section 2 ( 9 )(e)] 

Rules for computation of net agricultural income 

Rule I.—Agricultural income of the nature referred to in sub-clause 

(a) of clause (I) of section 2 of the Income-tax Act shall be computed as 
if it were income chargeable to income-tax under that Act under the 
head “Income from other sources” and the provisions of sections 57 to 59 
of that Adi shall, so far as may be, apply accordingly: 

Provided that sub-section (2) of section 58 shall apply subject to the 
modification that the reference to section 40 A therein shall be construed 
as not including a reference to sub-sections ( 3 ) and ( 4 ) of section 40 A, 

Rule 2 .—Agricultural income of the nature referred to in sub-clause 

(b) or sub-clause (c) of clause ( 1 ) of section 2 of the Income-tax Act 
[other than income derived from any building required as a dwelling 
house by the receiver of the rent or revenue or the cultivator or the 
receiver of rent-in-kind referred to in the said sub-clause (c)] shall be 
computed as if it were income chargeable to income-tax under that Act 
under the head “Profits and gains of business or profession” and the pro¬ 
visions of sectiions 30 , 31 , 32 , 34 , 36 . . 37 . 38 , 40 , 40 A [other than sub-sections 
( 3 ) and ( 4 ) thereof], 41 , 43 and 43 A of the Income-tax Act shall, so far as 
may be, apply accordingly. 
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Rule 3 . ^Agricultural income of the nature referred to in sub-clause 
(c) of clause ( 1 ) of section 2 of the Income-tax Act, being income derived 
from any building required as a dwelling house by the receiver of the 
rent or revenue or the cultivator or the receiver of rent-in-kind referred 
to in the said sub-clause (c)! shall be computed as if it were income 
chargeable to income-tax under that Act under the head “Income from 
house property” and the provisions of sections 23 to 27 of that Act shall, 
so far as may be, apply accordingly: 

Provided that sub-section (2) of the said section 23 shall apply subject 
to the modifications that the references to “total income” therein! shall be 
construed as references to net agricultural income and that the words, 
figures and letter “and before making any deduction under Chapter VIA” 
shall be omitted. 

Rule 4 ,-—Notwithstanding anything contained in any other provisions 
of these rules in a case where the assessee derives income from sale of 
tea grown and manufactured by him in India, such income shall be com¬ 
puted in accordance with rule R of the Income-tax Rules, 1962 . and sixty 
per cent, of such income shall be regarded as the agricultural income of 
the assessee. 

Rule S .—^Where the assessee is a nartner of a registered firm or an 
unregistered firm assessed as a registered firm under clause (b) of sec¬ 
tion 183 of the Income-tax Act, which in the previous year has any agri¬ 
cultural income, or is a partner of an unregistered firm which has not 
been assessed as a registered firm under clause (h) of the said section 
183 and which in the previous vear has either no income chargeable to 
tax under the Income-tax Act or has total income not exceeding the 
maximum amount not chargeable to tax in the case of an unregistered 
firm but has any agricultural income, then, the agricultural income or loss 
of the firm shall be computed in accordance with these rules and his share 
in the agricultural income or loss of the flrin shall he computed in the 
manner laid down In sub-section (1), sub-section (2) and sub-section 
( 3 ) of section 67 of the Income-tax Act and the share so computed shall 
be regarded as the agricultural income or loss of the assessee. 

Rule 6.—Where the assessee is a member of an association of persons 
or a body of individuals (other than a Hindu undivided family, a com¬ 
pany or a firm! which in the previous year hag either no income 
chargeable to tax under the Income-tax Act or has total income not 
exceeding the maximum amount not chargeable to tax in the case of an 
association of persons or a body of individuals (other than a Hindu un¬ 
divided family, a comoany or a firm) but has any agricultural menme, 
then, the agricultural Income or loss of the association or body shall be 
QQ^puI^d in accordance with these rules and the share of the assessee in 
the agricultural income or loss so computed .shall be regarded as the 
agricultural income or loss of the assessee, 


Rule 7 ._Where the result of the computation for the previous year in 
re.spect of any source of agricultural income is a loss, such loss shall be 
set off against the income of the assessee, if any, for that previous year 
from any other source of agricultural income; 
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Provided that where the assessee is a partner of an unregistered firm 
which has not been assessed as a registered firm under clause (b) of 
section 183 of the Income-tax Act or is a member of an association of 
persons or body of individuals and the share of the assessee in the agri¬ 
cultural income of the firm, association or body, as the case may be, Is a 
loss, such loss shall not be set off against any income of the assessee from 
any other source of agricultural income. 


Rule 3 .—Any sum payable by the assessee on account of any tax levied 
by the State Government on the agricultural income shall be deducted in 
computing the agricultural income. 


Rule 9 .— ( 1 ) Where the assessee has, in the previous year relevant to 
the assessment year commencing on the 1 st day of April, 1976 , any agri¬ 
cultural income and the net result of the computation of the agidcultural 
income of the assessee for the previous year relevant to the assessment 
year commencing on the 1 st day of April, 1974 or the 1 st day of April, 
1975 , or both, is a loss, then, for the purposes of sub-section (2) of section 
2 of this Act,—• 


(i) the loss so computed for the previous year relevant to the 
assessment year commencing on the 1 st day of April, 1974 , to the 
extent, if any, such loss has not been set off against the agricultural 
Income for the previous year relevant to the assessment year com¬ 
mencing on the 1 st day of April, 1975 , and 

(ii) the loss so computed for the previous year relevant to the 
assessment year commencing on the 1 st day of April, 1975 . 


shall be set off against the agricultural income of the assessee for the 
previous year relevant to the assessment year commencing on the 1st day 
of April, 1976 . 


( 2 ) Where the assessee has, in the previous year relevant to the 
assessment year commencing on the 1 st day of April, 1977 or, if by virtue 
of any provision of the Income-tax Act, income-tax is to be charged in 
respect of the income of a period other than that previous year, in such 
other period, any agricultural income and the net result of the computa¬ 
tion of the agricultural income of the assessee for any one or more of the 
previous years relevant to the assessment years commencing on the 1st 
day of April, 1974 or the 1 st day of April, 1975 or the 1 st day of April, 
1976 , is a loss, then, for the purposes of sub-section ( 7 ) of section 2 of 
this Act,— 


(t) the loss so computed for the previous year relevant to the 
assessment year commencing on the 1 st day of April, 1974 o e 
extent if any, such loss has not been set off against the agricultural 
income for the previous year relevant to the assessment year com¬ 
mencing on the 1 st day of April, 1975 or the 1 st day of April, 1976 , 

(ii) the loss so computed for the previous year relevant to the 
assessment year commencing on the 1 st day of April, 1975 , tp ^ 
extent, if any, such loss has not been set off against the agricultural 
income for the previous year relevant to the assessment year 
commencing on the 1 st day of April, 1976 , and 
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(iii) the loss so computed for the previous year relevant to the 

assessment year commencing on the 1st day of April, 1976, 

shall be set off against the agricultural income of the assessee for the pre¬ 
vious year relevant to the assessment year commencing on tiie 1st day 
of April, 1977 or the period aforesaid. 

(3) Where a change has occurred in the constitution of a firm, noth¬ 
ing m sub-rule (i) or sub-rule (2) shall entitle the firm to set off so much 
of the loss proportionate to the share of a retired or deceased partner 
computed m the manner laid down in sub-section (1), sub-section (2) 
and subsection (3) of section 67 of the Income-tax Act as exceeds his 
share of profits, if any, of the previous year in the firm, or entitle any 
partner to the benefit of any portion of the said loss (computed in th* 
manner aforesaid) which is not apportionable to him , 

(4) Where any person deriving any agricultural income from any 
source has been succeeded in such capacity by another person otherwise 
than by inheritance, nothing in sub-rule (I) or sub-rule (2) shall entitle 
any person, other than the person incurring the loss, to have it set oS 
under sub-rule (1) or, as the case may be, sub-rule (2). 

(3) Notwithstanding anything contained In this rule, no loss which 
has not been determined by the Income-tax Officer under the provisions 
of these rules, or the rules contained in Part IV of the First Schedule to 
the Finance Act, 1974:, or of the First Schedule to the Finance Act, 1973, 
shall be set off under sub-rule (1) or, as the case may be, sub-rule (2). 

Rule 10 .—Where the net result of the computation made in accordance 
with these rules is a loss, the loss so computed shall be ignored and the 
net agricultural income shall be deemed to be nil. 

Rule 11.—The provisions of the Income-tax Act relating to procedure 
for assessment (including the provisions of section 288A relating to 
rounding off of income) shall, with the necessary modifications, apply m 
relation to the computation of the net agricultural income of the assessee 
as they apply in relation to the assessment of the total income. 

Rule 12 .—^For the purposes of computing the net agricultural Income 
of the assessee, the Income-tax Officer shall have the same powers as he 
has under the Income-tax Act for the purposes of assessment of the total 
income. 
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THE SECOND SCHEDtILE 
(See section 31) 

PART I 

In the First Schedule to the Tariff Act,— 

(i) in Item No. 47 (2), for the entry in the fourth column, the 

entry "100 per cent, ad valorem plus Rs. 20-00 per kilogram.” shall be 
substituted; 

(ii) in Item No. 63 (20A), for the figures “200” in the fourth 
coluEdn, the figures “300” shall be substituted; 

(Hi) in Item No. 64^ for the figures “60” and “50” in the fourth 
and fifth columns, the figures “100” and “90” shall, respectively, be 
substituted; 

(iv) in Item Nos. 64(1) and 64(2), for the figures “40” in the 
fourth column against each of them, the figures “100” shall be 
substituted; 

(■y) in Item Nos. 64(3) and 64(5), for the figures “50” and 
“60” in the fourth column against each of them, the figures “90” and 
“100” shall, respectively, be substituted; 

(ui) in Item No. 64(4), for the figures “40”, “30” and “30” in the 
fourth, fifth and sixth columns, the figures “100”, “90” and “90” shall, 
respectively, be substituted. 

PART II 


Item No. Name of 

Nature 

Standard 

Preferential rate of Duration ol 

article 

of 

rate of 

duty if the article is protective 


duty 

duty 

the produce or rates 

manufacture of of duty 




The United A British 




Kingdom Colony 


23456 


In the First Schedule to the Tariff Act,— 

(i) after Item No. 28B, the following Item shall be inserted, 
namely; — 


Caprol¬ 

Prefe¬ 

150 

140 

140 

actam 

rential 

per 

per 

per 

and 

Revenue. 

cent. 

cent. 

cent. 

Dime¬ 


ad 

ad 

ad 

thyl 


valorem 

valorem. 

valoTt 

terc- 





phtha- 





late. 
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(ii) for Item No, 63(30), the following Item shall be substituted, 
namely: — 


‘63(30) 


Alloy Revenue 

60 

steel and 

per 

high car¬ 

cent. 

bon steel 

ad 

products, 
the follow¬ 

valorem. 

ing, namely, 
ingots, 
blooms, 
billets, slabs, 
bars, flats, 
rods, coils, 


angles, shapes, 
sections, 
sheets, plates. 


hoops, strips 
and wire, but 
excluding 
articles 
specified in 


Item Nos.63 
(14A) and 

63(2oA). 



Explanation I —This Item is to be taken to apply to the goods men¬ 
tioned therein even though they may be covered by any other Item in 
this Schedule. 

Explanation 11.—For the purposes of this Item, the expressions "alloy 
steel” and “high carbon steel” have the meanings respectively assigned to 
them in Note 1(d) and 1(e) of Chapter 73 of the First Schedule to the 
51 of 1975 Customs Tariff Act, 1975. 

THE THIRD SCHEDULE 

[See section 34] 

PART I 

In the First Schedule to the! Customs Tariff Act,— 

(i) in Heading No. 51.01/03, for the entry in column (3), the 
entry "100% plus Rs. 20 per kilogram” shall be substituted; 

(ii) in Heading No. 56.05/06, for the entry in column (3), the 
entry "100% plus Rs. 20 per kilogram” shall be substituted; 

(Hi) in Heading No. 74.01/02, for the entry iri column (3), the 
entry "lOO^o” shall be substituted; 

(iu) in Heading No. 74.63,-^ 

(1) in sub-heading No. (1), for the entry in column (3), the 
entry “ 100 %” shall be substituted; 

(2) in sub-heading No. (2), for the entries in columns (3) and 
(4), the entries “100%” and "90 per cent-" shall, respectively, be 
substituted; 
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(u) in Headings Nos. 74.04/05 and 74.06, for the entry in column 
(3) against each of them, the entry “100%’’ shall be substituted; 

(ri) in Heading No. 74.07/08, in sub-heading No, (1), for the 
entry Iru column (3), the entry “100%” shall be substituted; 

(nil) in Heading No. 74.09/19, for the entry in column (3), the 
entry “100%” shall be substituted. 

PART II 


Heading No. Sub-heading No. 

and description of 
article 


Rate of duty Duration 

--when rates 

Standard U.K. Other of duty 
Prefercn- are pro- 
tlal Areas tective 


(I) (2) 


(3) (4) (3) (6) 


In the First Schedule to the Customs Tariff Act,— 

(l) in Heading No. 29-01/45 , after sub-heading No. (19), the following 
sub-heading shall be inserted, namely.— 

“(20) Caprolactam and 150% 140% 140% . 

Dimethyl-terephtha- 
late. 

(«) for Heading No. 73-15, the following Heading shall be substituted, 
namely;— 

“73-15 Alloy steel and high 
carbon Steel in the 
forms mentioned in 
Headings Nos. 

73 •06/07 to 73-14 : 

(1) Not elsewhere 60% 

specified. 

(2) Coils for rerolling, 
strips, sheets and 
plates, of stainless 

steel. 300% ■ • • ■ .. 


PARTHI 

In the Second Schedule to the Customs Tariff Act, in Heading No. 1, 
for the entry in column (3), the entry “Rs. 300 per quintal” shall be 
substituted. 


PART IV 


Heading No. 

Description of article 

Rate of duty 


(I) 


( 3 ) 



In the Second Schedule to thCj^Customs Tariff Act, th? fallowing Heading 
shall be inserted at the end, namely:— 


“20. Groundnut— 


(i) Groundnut kernel . . Rs. 800 per tonne. 

(ii) Groundnut in shell . Rs. 600 per tonpe.”, 
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THE FOURTH SCHEDULE 
[See section 35] 

PART I 

In the First Schedule to the Central Excises Act,— 

(i) in item No. 4, under “H. Manufactured tobacco-”, for the 
entry In the third column against sub-item (i), the entry “One 
hundred and fifty-five per cent, ad valorem." shall be substituted; 

(ii) in Item No- 6, for the entry in the third column, the entry 
“Two thousand two hundred rupees per kilolitre at fifteen degrees of 
Centigrade thermometer.” shall be substituted; 

(Hi) in Iteml No. 8, for the entry in the third column against sub¬ 
item (a), the entry ‘'One thousand rupees per kilolitre at fifteen 
degrees of Centigrade thermometer.” shall be substituted; 

(iv) in Item No. lU, for the entry in the third column, the entry 
“One hundred and fifty rupees per kilolitre at fifteen degrees of 
Centigrade thermometer,” shall be substituted; 

(u) in Item No. 11, for- the entry in the third column against 
sub-item (1), the entry “Two hundred rupees per metric tonne.” 
shall be substltued; 

(vi) in Item No. HA, for the entries in the third column against 
sub-items (3)' and (4), the entries “Twenty per cent, ad valorem plus 
six hundred rupees per metric tonne.” and “Twenty per cent ad 
valorem plus two thousand rupees per metric tonne.” shall, respec¬ 
tively, be substituted; 

(ml) in Item No. IIB, for the entry in the third column, the entry 
“Twenty per cent, ad valorem plus two thousand rupees per metric 
tonne.” shall be substituted; 

(mil) in Item! No. 14E, for the entry in the third colmun, the 
entry “Twelve and a half per cent, ad valorem.” shall be substituted; 

(ixy in Item No. 18, after Explanation lit the following 
Explanation shall be inserted, namely; — 

“Explanation TV .—^This item does not include mineral fibres 
and yam- 

(r) in Item No. 19, in the second column, for the words “impre¬ 
gnated or coated”, wherever they occur, the wordsl "impregnated, 
coated or laminated” shall be substituted; 

(,Ti) in Item No. 22,— 

(a) in the second column, for the words ‘‘imoregnated or 
coated”, wherever they occur, the words ‘^impregnated, coated or 
laminated” shall be substituted; 

(b) the Explanation shall be numbered as "Explanation 
and after the Explanation as so numbered, the following Explnnu- 
tion shall be inserted, namely: — 

“Explanation If.—This item does not include glass 

fabrics”; 
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(xii) In Item No, 22B, in the second column, for the words 
“IMPREGNATED OR COATED", the words “IMPREGNATED, 
COATED OR LAMINATED” shall be substituted; 

(oTiii) in Item No. 22C, in the second column, for the words 
“IMPREGNATION OR COATING", the words “IMPREGNATION, 
COATING OR LAMINATION" shall be substituted: 

(xiv) in Item No, 33A— 

(a) for the entries in the third column against sub-items (2) 
and (3), the entries “Four hundred rupees per set." and “Four 
hundred rupees per set." shall, respectively, be substituted: 

(b) for the entry in the second column against sub-item (31, 
the entry “Radiograms (including radio or transistor sets with 
extra space in cabinet for fitting in record players or record 
changers) and combination sets of radios (including transistor 
sets) and tape recorders (including cassette recorders and tape 
decks)” shall be substituted; 

(xv) in Item No. 33D, in, the second column,— 

(a) the words and brackets “COMPUTERS (INCLUDING 
CENTRAL PROCESSING UNITS AND PERIPHERAL DEVI¬ 
CES)” shall be omitted; 

(b) after the words "OR UNASSEMBLED CONDITION”, 
the words “NOT ELSEWHERE SPECIFIED” shall be inserted; 

(nui) in Item No. 35. in the second column, for, the words 
“CYCLES, PARTS OF CYCLES”, the words “PARTS OF CY(XF^” 
shall be substituted; 

(rnii) Item No. 45 shall be omitted. 

PART IT 

Item No. Description of goods Rate of duty 

(i) (2) (3) 


In the First Schedule to the Central Excises Act,— 


(i) for Item No. ID, the following Item 
shall be substituted, namely :— 

"iD AERATED waters, WFETHFR OR NOT 

FT AVOTTPED OR SWEETENED AND 
WHETHER OR NOT CONTAINING 
VF.GETAFTE OR FRUIT JUICE OR 
fruit PUIP— 

(t) Aerated waters, in the manufacture 
of which blended flavouring con¬ 
centrates in any form are used— 

(a) For each unit container containing Twenty-five paite. 
200 millilitres or less. 

(b) For each -mit container containing Twenty-five raise 

more than 200 millilitres. plus ten paisc for 

every hundred, 
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Item No, 

Description of goods 

Rate of duty 

(I) 

(2) 

(B) 



millilitres or frac¬ 
tion thereof in ex¬ 
cess of 200 milli¬ 
litres. 


(c) All others. 

Fifty-five per cent. 
ad valorem. 


(2) All others. 

Twenty per cent. 
ad valorem." ; 


(ii) after Item No. 15B, the following 
item shall be inserted, namely :— 


“15G 

STARCH INCLUDING DEXTRIN 
AND OTHER FORMS OF MODIFIED 
STARCH), ALL SORTS, IN OR IN 
RELATION TO THE MANUFACTURE 
OF WHICH ANY PROCESS IS ORDI¬ 
NARILY CARRIED ON WITH THE 
AID OF POWER. 

Ten per cent. 
ad valorem." ; 


(Hi) for Item No. 17, the foUowing^Item 
shall be substituted, namely :— 


"17 

PAPER AND PAPER BOARD, ALL 
SORTS (including pasteboard, millboard, 
strawboard, cardboard and corrugated 
board), in or in relation to the manufacture 
of which any process is ordinarily carried on 
with the aid of power— 



(r) Uncoated and coated printing and 
writing paper (other than poster 
paper). 

Twenty-five per cent 
ad valorem. 


(2) Paper board and all^othcr kinds'of 
paper (including paper or paper 
boards which have been subjected to 
various treatments such as coating, 
impregnating, corrugation, creping 
and design printing), not elsewhere 
specified. 

Thirty per cer.t. 
ad valorem." ; 


(w) in Item No. 19, for sub-item 1(2), the 
following sub-item shall be substituted, namely :— 


“(3) Others— 



(a) Cotton fabrics, superfine—that is 
to say, fabrics in which the average 
count of yarn is 6is or more. 

Fifteen per cent. 
ad valorem. 


(b) Cotton fabrics, fine—that is to say, 
fabrics in which the average count 
of yarn is 41s or more but is less 
than 61 s. 

Fifteen per cent. 
ad valorem. 


(c) Cotton fabrics, medium A-—that is 
to say, fabrics in which the average 
count of yarn is 26s or more but is 
less than 41s, 

Three per cent. 
ad valorem. 
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Item No. 

Description of goods 

Rate of duty 

(I) 

( 2 ) 

(3) 


(d) t^otton fabrics, medium B—that is Three per cent, 
to say, fabrics in which the average ad valorem. 
count of yarn is 17s or more but Is 

less than 26 s. 

(e) Cotton fabrics, coarse—that is to Three per cent, 
say, fabrics in which the average ad valorem. 
count of yarn is less than 178. 

(/) Cotton fabrics not otherwise Fifteen per cent, 

specified. ad valorem."', 

(v) after item No. 22E, the following Item 
shall be inserted, namely :— 

'22F MINERAL FIBRES AND YARN, AND Fifteen per cent. 
MANUFACTURES THEREFROM, IN ad valorem.'-, 

OR IN RELATION TO THE MANU¬ 
FACTURE OF WHICH ANY PROCESS 
IS ORDINARILY CARRIED ON WITH 
THE AID OF POWER. 

fsxp/awafio«.—“Mineral fibres and yarn, 
and nianufactures therefrom” shall be deemed 
to include— 

(i) glass fibre and yarn including glass 
tissues and glass wool; 

(«) asbestos fibre and yarn; 

(iii) any other mineral fibre or yam, 
whether continuous or otherwise such as slag- 
wool and rock wool; and 

{iv) manufactures containing mineral fibres 
and yam, other than asbestos cement products. 

(vi) for item No. 23, the following Item 
shall be substituted, namely :— 

"23 CEMENT ALL VARIETIES— 

(1) Grey Portland cement (including ordi- Rupees one hundred 
nary portland cement, pozzolana per metric tonne, 
cement and blast furnace slag cement), 

masonry cement, rapid hardening ce¬ 
ment, low heat cement and water¬ 
proof (hydrophobic) cement. 

(2) .\ll others. Thirty-five per cent. 

ad valorem." ; 

{vii) after Item No. 33D, the following 
Item shall be inserted, namely :— 

“33DD COMPUTERS (INCLUDING CENTRAL Fifteen per cent. 

PROCESSING UNITS AND PERIPHERAL ad valorem." ; 

DEVICES), ALL SORTS. 
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THE FIFTH SCHEDULE 
[See section 37] 

In the First Schedule to the Additional Duties of Excise Act 

(i) in Item No. 4, under ‘II Manufactured tobacco —”, for sub- 
item (1), the following sub-item shall bo substituted, namely : — 

“(i) Cigars and cheroots. Fifty per cent, 

ad valorem."-. 


(it) in Item No. 19,— 

(a) in the second column, for the words “impregnated or 
coated”, wherever they occur, the words “impregnated, coated or 
laminated” shall be substituted; 

(b) for the entries in the third column, against sub-items 
I(2)ta), I(2)(b>, I(2)(c), I(2)(d), 1(2)(e) and I(2)(f), the entries 
“Two and a half per cent, ad valorem.", “Two and a half per cent. 
ad valorem.’’. “Two per cent, ad ualo'^em.”, “One per cent, ad 
valorem.”, “One-half per cent, ad valorem.", “Two and a half 
per cent, ad valorem " shall, respectively, be substituted; 

(iii) in Item No. 22, in the second column, for the words 
“impregnated or coated”, wherever they occur, the words “impreg¬ 
nated, coated or laminated” shall be substituted. 

THE SIXTH SCHEDULE 
[See section 39 (c)] 

In the Schedule to the Medicinal and To'ilet Preparations (Excise 
16 of lOM, Duties) Act, 1955, for the headings and the items and entries relating 
thereto, occurring before the Explanations, the following shall be substi¬ 
tuted, namely: — 


Item No Description of dutiable goods Rate of duty 


Medicinal preparations’’ 

1 . Allopathic Medicinal Preparatiors — 

’ (»■) Medicinal preparations containiog 
alcohol which are not capable of being con¬ 
sumed as ordinary alcoholic beverages— 

(a) Patent or proprietary medicines. Twenty per cent. ad 

valorem or rupees three 
and seventy-five paise 
per litre of the strenmh 
of London proof spirit, 
whichever is highet. 

Rupees three and seventy- 
five paise per litre of 
the strength of London 
proof spirit. 


ih) Others. 
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Item No. Description of dutiable goods 


Rate of duty 


2 . 


3- 


4 - 


(it) Medicinal preparations containing 
alcohol which are capable of being consumed 
as ordinary alcoholic beverages— 

(a) Medicinal preparations which 
contain known active ingredients in 
therapeutic quantities. 


(b) Others. 


(iii) Medicinal preparations not contain¬ 
ing alcohol but containing narcotic drug or 
narcotic. 

Medicinal preparations in Ayurvedic, Unani 
or other indigenous systems of medicine— 

(t) Medicinal preparations containing 
self-generated alcohol which are 
not capable of being consumed as 
ordinary alcoholic beverages. 

(it) Medicinal preparations containing 
self-generated alcohol which arc 
capable of being consumed as ordi¬ 
nary alcoholic beverages. 

(iii) All others containing alcohol which 
are prepared by distillation or to 
which alcohol has been added. 

(iv) Medicinal preparations not coi.lain- 
ing alcohol but containing narcotic 
drug or narcotic. 

Homeopathic preparations containing 
alcohol. 


Toilet preparations 

Toilet preparations containing alcohol or 
nai'cotic drug or narcotic. 


Twenty per cent, ad 
valorem or rupees seven 
and fifty paisc per litre 
of the strength of Lon¬ 
don proof spirit, which¬ 
ever is higher. 

Rupees thirty per litre of 
the strength of London 
proof spirit. 

Twenty per cent, ad 
valorem. 


Nil. 


Rupee one per litre of the 
strength of London 
proof spirit. 


Rupees thirty per litre of 
the strength of London 
proof spirit. 

Twenty per cci t. ad 
valorem. 

Rupees seven and fifty 
paise per litre of the 
strength of London 
proof spirit. 


Sixty per cent. ad 
valorem or rupees 
seven and fifty paise per 
litre of the strength of 
London proof spirit, 
whichever is higher.”. 
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STATEMENT OF OBJECTS AND REASONS 

The object of the Bill is to give effect to the financial proposals of the 
Central Government for the financial year 1976 - 77 . The notes on clauses 
explain the various provisions contained in the Bill. 

New Delhi; C. SUBRAMANIAM. 

The 15 ih March, 1976 . 


PRESIDENT’S RECOMMENDATION UNDER ARTICLES 117 AND 274 
OF THE CONSTITUTION OF INDIA 

[Copy of letter No. F. 4 (ll)-B /76 dated the 15 th March, 1976 from 
Shri C. Subramaniam, Minister of Finance to the Secretary-General, Lok 
Sabha]. 

The President, having been informed oS the subject matter of the 
proposed Bill, recommends under article 117 ( 1 ) read with article 274 ( 1 ) 
of the Constitution of India, the introduction of the Finance Bill, 1976 
to the Lok Sabha. 

2 . The Bill will be introduced in the Lok Sabha immediately after the 
presentation of the Budget on the 15 th March, 1976 . 
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Notes on clauses 

Clause 2, read with the First Schedule to the Bill, seeks to prescribe 
the rates at which income-tax (including surcharge thereon) is to be 
levied on income chargeable to tax for the assessment year 1976-77 
Further, it lays down the rates at which tax is to be deducted at source 
during the financial year 1976-77 from incomes subject to such deduction', 
under the Income-tax Act; and the rates at which “advance tax” is to be 
paid and tax is to be calculated and charged in special cases for the finan¬ 
cial year 1976-77. 

Rates of income-tax for the assessment year 1976-77.—The rates of 
income-tax (including surcharge) in the case of non-corporate taxpayers 
on Incomes liable to tax for the assessment year 1976-77 are the same as 
those specified in Part III of the First Schedule to the Finance Act, 1975, 
as modified by the Finance (Amendment) Act, 1975, for purposes of 
deduction of tax at source from “Salaries” and for computation of 
“advance tax” payable during the financial year 1975-76. Similarly, in 
the case of corporate taxpayers, the rates of income-tax (including sur¬ 
charge) on incomes liable to tax for the assessment year 1976-77 are the 
same as those laid down in Part III of the First Schedule to the Finance 
Act, 1975 for purposes of computing “advance tax” payable by companies 
during the financial year 1975-76. 

Rates for deduction of tax at source during the financial year 1976-77" 
from incomes other than '"Salaries”. —Part II of the First Schedule to the 
Bill specifies the rates at which income-tax (including surcharge where 
applicable) is to be deducted at source during the financial year 1976-77 
from incomes other than “Salaries” and retirement annuities under section 
80E (9) of the Income-tax Act. The rates specified in this Part for deduc¬ 
tion of tax at source are the same as those specified in Part II of the First 
Schedule to the Finance Act, 1975 for the purposes of deduction of tax at 
source during the financial year 1975-76, except for the following modi¬ 
fications;— 

(i) Income-tax will be deducted at source from dividends 
payable by a domestic company to a foreign company at the rate 
of 25 per cent,, as against 25.725 per cent, (income-tax 24.5 per cent. 
plus surcharge 1.225 per cent.) previously; 

(ii) Lower rates of income-tax have been specified for deduction 
of tax at source from royalties and fees for technical services payable 
by Indian concerns to foreign companies in pursuance of agreements 
made after 31st March, 1976 and approved by the Central Govern¬ 
ment. 

Rates for deduction of tax at source from “Salaries” and retirement 
annuities, computation of "‘advance tax” and charging of income-tax in 
special cases during the financial year 1976-77,—Part III of the First 
Schedule to the Bill specifies the rates at which income-tax (including 
surcharge) is to be deducted at source from “Salaries” and retirement 
annuities referred to in section 80E(9) of the Income-tax Act, and also 
the rates at which “advance tax” is to he paid and income-tax is to be 
calculated and charged in special cases for thp financial year 1976-77. 
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The rates of income-tax in the case of individuals, Hindu undivided 
families (other than those having at least one member with independent 
total income exceeding Rs. 8,000), unregistered firms or other associations 
of persons or bodies of individuals and artificial juridical persons have 
been specified in Sub-Paragraph I of Paragraph A of Part III of the First 
Schedule to the Bill. Under this rate schedule, the following rates of 
Income-tax have been specified: — 


First slab of Rs. 8,000 
Slab of Rs. 8,001-15,000 
Slab of Rs. 15,001-20,000 
Slab of Rs. 20,001-35,000 
Slab of Rs. 25,001-30,000 
Slab of Rs. 30,001-50,000 
Slab of Rs. 50,001-70,000 
Slab of Rs. 70,001-1,00,000 
Slab of over 1,00,000 . 


Nil 

15 per cent. 
. 18 per cent. 

. 25 per cent, 
. 30 per cent. 

. 40 per cent. 

. 50 per cent. 

. 55 per cent. 

. 60 per cent. 


The income-tax so calculated .shall be increased by a surcharge for 
purposes of the Union equal to 10 per cent, of such income-tax. 


In the case of Hindu undivided families having at least one member 
with independent total income exceeding Rs. 8 , 000 , the rate of income-tax 
applicable on each slab of income will be the same as the rate of income- 
tax applicable in respect of the next, higher slab in the case of individuals 
and other Hindu undivided families. 

In the case of individuals, Hindu undivided families, unregistered firms 
or other associations of persons or bodies of individuals and artificial 
juridical persons, the net agricultural income will be taken into account 
for determining the rate of income-tax to be applied to the total income 
if the total income exceeds Rs. 8 , 000 . For this purpose, the net agricul¬ 
tural income shall be computed in accordance with the rules specified 
in Part IV of the First Schedule to the Bill. 

In the case of co-operative societies, registered firms and local autho¬ 
rities, the rates of income-tax as also surcharge thereon have respectively 
been prescribed in Paragraph B, Paragraph C and Paragraph D of 
Part III of the First Schedule to the B'ill. These rates are the same as 
those specified in the corresponding Paragraphs of Part I of the First 
Schedule. 

In the case of companies, the rates of income-tax as also surcharge 
thereon have been specified in Paragraph E of Part III of the First Sche¬ 
dule to the Bill. These rates are the same as those specified in Paragraph 
F of Part I of the First Schedule to the Bill. 

It has further been provided that a company may, in lieu of payment 
of surcharge on income-tax at the specified rate, make, before the last 
instalment of advance-tax is due in its case, a deposit with the Industrial 
Development Bank of India under a scheme to be framed by the Central 
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Government in this behalf, and if it does so, the amount of surcharge 
payable by it shall be reduced by the amount of the deposit. Where a 
company makes a deposit during the linancial year 1976-77 under the 
scheme, the surcharge on income-tax payable by it for the assessment 
year 1977-78 will also be reduced by the amount of the deposit so made. 

Clause 3 seeks to make certain amendments in section 2 of the In¬ 
come-tax Act relating to definitions. 

Sub-clause (a) seeks to Insert a new clause ( 28 A) in section 2 of the 
Act. The new clause seeks to define the expression “interest” so as to 
mean interest payable in any manner in respect of any moneys borrowed 
or debt incurred (including a deposit, claim or other similar right or obli¬ 
gation) or service fees or any other type of charge In respect of any 
moneys borrowed or debt incurred or any credit facility which has not 
been utilised. 

The amendments proposed under sub-jol^ause (b)(i) and sub^clause 
(b) (ii) are of a consequential nature. 

These amendments will take effect from 1st June, 1976 . 

Clause 4 seeks to make certain amendments in section 9 of the 
Income-tax Act relating to income deemed to accme or arise in India. 

Sub-clause (a) seeks to amend clause (i) of sub-section ( 1 ) of section 9 
of the Act. This amendment is consequential to the amendment proposed 
under sub-clause (b). 

Sub-clause (b) seeks to insert three new clauses, namely, clause (v), 
clause (vi) and clause (vii) in sub-section ( 1 ) of section 9 of the Act. 
Under the new clause (v), income from interest shall be deemed to 
accrue or arise in India if it is payable by the Government, or by a person 
who is resident in India, or by a person who is a non-resident where such 
interest is payable in respect of moneys borrowed or debt incurred for 
the purposes of a business or profession carried on by such person in 
India or for the purposes of making or earning any income from any 
source in India. This provision will, however, not be appUcable in res¬ 
pect of interest payable by a resident of India If it is payable in respect 
of any moneys borrowed or debt incurred for the purposes of a business 
or profession carried on by such person outside India or for the purposes 
of making or earning any income from any source outside India. 

Under the new clause (vi), income from royalty shall be deemed to 
accrue or arise in India if it is payable by the Government, or by a per¬ 
son who is resident in India, or by a person who is a non-resident where 
such royalty is payable in respect of any right, property or information 
used or services utilised for the purposes of a business or profession car¬ 
ried on by such person in India or for the purposes of making or earning 
any income from any source in India. This provision will, however, not 
be applicable in respect of royalty payable by a resident of India in 
respect of any right, property or information used or services utilised 
for the purposes of a business or profession earned on by such person 
outside India or for the purposes of making or earning any income from 
any source outside India, 



Sec. 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


693 


Under the new clause (vii), income from fees for technical services 
shall be deemed to accrue or arise in India if it is payable by the Govern¬ 
ment, or by a person who is resident in India, or by a person who is a 
non-resident where the fees are payable in respect of services utilised 
in a business or profession carried on by such person in India or for the 
purposes of making or earning any income from any source in India. 
This provision will, however, not be applicable in respect of fees for 
technical services payable by a resident of India in respect of services 
utilised in a business or profession carried on by such person outside 
India or for the purprases of making or earning any income from any 
source outside India. 

These amendments will take effect from 1st June, 1976. 

Clause 5 seeks to amend section 10 of the Income-tax Act. 

Sub-clause (a) seeks to insert a new sub-clause (xl) in clause (6) of 
that section. The new sub-clause provides for exemption in respect of 
any remuneration received by officers of foreign Governments from 
their respective Governments during their period of training In India Sn 
the public sector. This amendment will take effect from 1st April, 1976 
and will accordingly apiply In relation to the assessment year 1970-77 
and subsequent years. 

Sub-clause (b) seeks to insert a new item (f) in sub-clause (iv) of 
clause (15) of that section. Under the amendment. Interest payable by 
an industrial undertaking in India on moneys borrowed by it in foreign 
currency from foreign sources under a loan agreement approved by the 
Central Government having regard to the need for industrial develop¬ 
ment In India will be exempt from Income-tax, to the extent to which 
such interest does not exceed the amount of interest calculated at the 
rate approved by the Central Government in this behalf, having regard 
to the terms of the loan and its repayment. The expression “foreign 
currency” will have the meaning assigned to it in the Foreign Exchange 
Regulation Act, 1973. This amendment will take effect from 1st June, 
1976. 

Clause 6 seeks to substitute clause (iii) of sub-section (S) of section 
13 of the Income-tax Act. The amendment seeks to (provide that deposit 
in any account with the State Bank of India or with any of its subsidiary 
banks will also be a mode for investing or depositing funds of charitable 
or religious trusts or institutions. This amendment will take effect from 
1st April, 1977, 

Clause 7 seeks to amend section 32 of the Income-tax Act, 

Sub-clause (1) seeks to amend clause (iv) of sub-section (1) of that 
section. Under the proposed amendment, buildings newly erected by the 
assessee which are solely used for the purposes of the residence of such 
of his employees as have incomes chargeable under the head “Salaries” 
of Rs. 10,000 or less or are mainly used for the welfare of such employees 
as a hospital, creche, canteen, etc., will be entitled to the grant of initial 
depreciation allowance. At present, initial depreciation allowance is 
allowed only where such buildings are used by emoloyees having in¬ 
comes chargeable under the head “Salaries” up to Rs. 7,500 only. This 
amendment will take effect from 1st April, 1977 and vdll accordingly 
apply in relation to the assessment year 1977-78 and subsequent years. 
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Sub-clause (2)(a) seeks to amend clause (vi) of sub-section (1) of 
section 32 relating to grant of initial depreciation allowance- The amend¬ 
ment seeks to secure that initial depreciation allowance will be granted 
only in respect of machinery or plant installed for the manufacture or 
production of the articles or things already specified in items 1 to 24 of 
the list in the Ninth Schedule, and not in respect of the eight new items 
proposed to be inserted in that Schedule by clause 25 of the Bill. 


Sub-clause (2) (b) seeks to provide that initial depreciation allow¬ 
ance will not be granted In respect of any ship or aircraft acquired after 
31st March, 1976 or any machinery or plant installed after that date. This 
amendment is consequential to the insertion of a new section 32A relat¬ 
ing to grant of investment allowance by clause 8 of the Bill. 

The amendments proposed to be made by sub-clause (3) will take 
effect from 1st April, 1976. 

Clause 8 seeks to insert a new section 32A in the Income-tax Act. The 
new section provides for the deduction in the computation of taxable 
profits of a sum by way of investment allowance in an amount equal to 
25 per cent, of the actual cost of new machinery or plant (other than 
office appliances or road transport vehicles) installed after 31st March, 
1976 for the (purposes of business of generation or distribution of electri¬ 
city or any other form of power or of construction, manufacture or pro¬ 
duction of any one or more of the articles or things specified in the Ninth 
Schedule to the Act or of manufacture or production of any other articles 
or things by a small scale industrial undertaking. This deduction will 
also be admissible in respect of new ships or new aircraft acquired after 
31st March, 1976 by a taxpayer engaged in the business of operation of 
ships or aircraft, Sec6nd-hand ships or aircraft which were not (previ¬ 
ously used by any person resident in India and reconditioned machinery 
or plant imported from abroad will also qualify for the grant of invest¬ 
ment allowance, subject to certain conditions. No deduction will, how¬ 
ever, be admissible in respect of machinery or plant installed in any 
business premises or residential accommodation, including a guest house, 
or in respect of any ship, aircraft, machinery or plant in respect of which 
deduction by way of development rebate is allowable under section 33 
of the Act, or in respect of any machinery or plant, the whole of the 
actual cost of which is allowed as a deduction in a single previous year 
whether by way of depreciation or otherwise. Tha deduction on account 
of investment allowance will not be allowed unless an amount equal to 
75 per cent, of the Investment allowance to be actually allowed is debit¬ 
ed to the profit and loss account of the relevant previous year and credit¬ 
ed to a reserve account to be called the “Investment Allowance Reserve 
Account” to be utilised by the taxpayer within a period of ten years 
next following for the purcha.se of machinery or plant for the purposes 
of the business of the undertaking. In the case of ships, the investment 
allowance reserve required to be created would be lirrpted to 50 per cent, 
of such allowance. 

The scheme of investment allowance is broadly on the lines of the 
scheme of development rebate and the provisions in the Bill regarding 
withdrawal of the investment allowance in certain circumstances, conti¬ 
nuation of this allowance on amalgamation, etc., generally follow the 
existing provisions in the Income-tax Act relating to development rebate. 
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This amendment will take effect from 1st A(pril, 1976. 

Clause 9 seeks to make certain amendments in section 37 of the In¬ 
come-tax Act. 

Sub-clause (a) seeks to make certain consequential amendments 
in sub-section (2A) of that section. 

Sub-clause (b) seeks to omit sub-section (2B) of section 37 where- 
under entertainment expenditure incmred by an assessee in India after 
2yth February, 1970 is disallowed in its entirety in computing the income 
from business or profession. The effect of the proposed amendment will 
be that the allowance in respect of entertainment expenditure incurred 
by an assessee will be regulated in accordance with the provisions 
contained in sub-section (2A) of section 37. 

The amendment proposed by sub-clause (a) (d) will take effect from 
1st April, 1976 and the remaining amendments will take effect from 1st 
April, 1977. 

Clause 10 seeks to insert new sections 44C and 44D in the Income-tax 
Act. New section 44C provides for a ceiling limit in respect of deduction 
to be allowed on account of expenditure in the nature of head office 
expenditure in computing the profits and gains of a non-resident. The 
deduction on account of such expenditure would be limited to 5 per cent, 
of the adjusted total income or an amount equal to the average head 
office expenditure or the amount of head office expenditure incurred by 
the assessee and attributable to his business in India, whichever is the 
least. In cases where the adjusted total income of the assessee is a loss, 
the amount of deduction by way of head office expenditure will be com¬ 
puted at the rate of 5 per cent, of the average adjusted total income of 
the assessee. The expressions ‘adjusted total income’, ‘average head office 
expenditure’ and ‘average adjusted total income’ have been defined in 
the Eot^lanation to the proposed new section. 


New section 44D seeks to provide that in the case of a foreign com¬ 
pany, the deduction that would be admissible in computing its income 
by way of royalty or fees for technical services received from an Indian 
concern in pursuance of an agreement made by it with the Indian con¬ 
cern before 1st April, 1976 will be limited to 20 per cent, of the gross 
amount of such income. No such deduction will be admissible in cases 
where any royalties ox' fees for technical services are received by a 
foreign company from an Indian concern in pursuance of an agreement 
made by it wdth the Indian concern after 31st March, 1976. 

These amendments will take effect from 1st June, 1976. 

Clause 11 seeks to amend section 47 of the Income-tax Act. Under 
the proposed amendment, capital gains arising from the transfer of a 
capital asset, being any work of art, archaeological, scientific or art col¬ 
lection, book, manuscript, drawing, painting, photograph or print, will be 
exempt from tax in cases where such asset is transferred by the assessee 
to the Government or a University established or incorporated by or 
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under a Central, State or Provincial Act (including an institution dec¬ 
lared under section 3 of the University Grants Commission Act, 1956 to 
be a University for the purposes of that Act) or the National Museum, 
National Art Gallery, National Archives or any such other public mu¬ 
seum or institution as may be notified by the Central Government in the 
Official Gazette to be of national importance or to be of renown through¬ 
out any State or States. 

This amendment will take effect from 1st April, 1977 and will accord¬ 
ingly apply in relation to the assessment j^ear 1977-78 and subsequent 
years. 

Clause 12 seeks to omit section 54C of the Income-tax Act. Under the 
existing provisions of section 54C, where a capital gain arises on the 
sale of jewellery held for personal use by the taxpayer, the liability 
towards capital gains tax is remitted if the entire sale proceeds are 
invested in acquiring new jewellery within six months of the transfer. 
This amendment will take effect from 1st April, 1976 and will accordingly 
apply in relation to the assessment year 1976-77 and subsequent years. 

Clause 13 seeks to insert a new proviso and Eocplanation, in section 57 
of the Income-tax Act. The effect of the proposed amendment would be 
that In the case of a foreign company, no deduction under that section 
will be allowed in computing its income by way of dividends. This am¬ 
endment will take effect from 1st June, 1976. 

Clause 14 seeks to insert a new sub-section (3) in section 58 of the 
Income-tax Act. The proposed amendment seeks to make applicable the 
provisions of 'new section 44D for the purposes of computation of income 
chargeable under the head “Income from other sources”. This amend¬ 
ment will take effect from 1st June, 1976. 

Clause 15 seeks to insert a new sub-section (4) in section 80A of the 
Income-tax Act. The proposed sub-section seeks to provide that no de¬ 
duction will be allowed under section 80G or section 80GG or section 
80HH or section 80J or section 80L or section 80QQ in the case of a Hindu 
undivided family which has atleast one member whose total income of 
the previous year exceeds the maximum amount not chargeable to tax. 
This amendment will take effect from 1st April, 1977 and will according¬ 
ly apply in relation to the assessment year 1977-78 and subsequent assess¬ 
ment years. 

Clause 16 seeks to amend clause (d) of sub-section (2) of section 
80C of the Income-tax Act. At present, contributions by a person to a 
recognised provident fund are subject to a ceiling limit of one-fifth of the 
taxpayer’s salary 01 " Es. 8,000, W'hichever is less. Under the proposed 
amendment, the monetary ceiling limit of Rs. 8,000 is being raised to 
Rs. 10,000. 

This amendment will take effect from 1st April, 1977 and will 
accordingly apply in relation to the assessment year 1977-78 and 
subsequent years. 

Clause 17 seeks to amend section 80G of the Income-tax Act. The am¬ 
endments proposed to be made by sub-clauses (a) and (b) are intended 
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to secure that donations made to Housing Boards or other statutory au¬ 
thorities set up for the purposes of dealing with or satisfying the need 
for housing accommodation or for the purposes of planning, development 
’or improvement of cities, towns and villages qualify for the tax 
concession under section 80G to the same extent as donations made to 
Institutions or funds established in India for charitable purposes. These 
amendments will take effect from 1st April, 1977 and will accordingly 
apply in relation to the assessment year 1977-78 and subsequent years. 

Sub-clause (c) seeks to insert a new Explanabkm 5 in section 80G. 
The proposed Explanation seeks to clarify that only donations made in 
the form of money (in contra-distinction to donations in kind) will 
qualify for the tax concession under that section. This amendment will 
take effect from 1st April, 1976. 

Clause 18 seeks to amend section 80M of the Income-tax Act. The 
effect of the proposed amendment would be that the deduction under 
section 80M from income by way of dividends received from a domestic 
company will no longer be available in the case of foreign companies. 

This amendment will take effect from 1st April, 1977 and will accord¬ 
ingly apply in relation to the assessment year 1977-78 and subsequent 
years. 

Clause 19 seeks to amend section 115 of the Income-tax Act. Under 
the amendment, long-term capital gains relating to buildings or lands 
or any rights therein will be chargeable to tax at the rate of fifty per 
cent., as against fifty-five per cent, at present. A lower rate of forty 
per cent., as against forty-seven per cent, at present, is proposed to be 
applied in the case of widely^held companies having taxable income 
(other than long-term capital gains) not exceeding Rs. 1,00,000. Under 
the amendment, long-term capital gains relating to* other assets are 
proposed to be charged at the rate of forty per cent, in the case of all 
companies, as against forty-five per cent, at present. 

These amendments will take effect from 1st April, 1977 and will 
accordingly apply in relation to the assessment year 1977-78 and sub¬ 
sequent years. 

Clause 20 seeks to insert two new sections 115A and 115B in the 
Income-tax Act. 

The new section 115A lays down the rates of income-tax on dividends, 
royalty and fees for technical services received by foreign companies. 
Under the new section, income by way of dividends received by foreign 
companies will be chargeable to tax at the rate of 25 per cent, of such 
income. Royalties or fees for technical services received by a foreign 
company from an Indian concern in pursuance of an agreement made by 
it with the Indian concern after 31st March, 1976 and approved by the 
Central Government will be charged to tax at the following rates:— 

(a) on income by way of royalty consisting of lump sum consi¬ 
deration for the transfer outside India of, or imparting of infor¬ 
mation outside India in respect of, any data, documentation, drawing 
or specification relating to any patent, invention, model, design, 
secret formula or process, or trade mark or similar property, at the 
rate of 20 per cent, of such income; 
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(b) on other income by way of royalty and on fees for technical 
services at the rate of 4(0 per cent. 

New section 115B seeks to provide that profits and gains from life 
insurance business (as computed under the First Schedule to the Income- 
tax Act as proposed to be amended by clause 23 of the Bill) will be 
chargeable to tax at the rate of 12^ per cent, of such profits and gains. 

These amendments will take effect from 1st June, 1976. 

Clause 21 seeks to insert a new sub-section (4A) in (section 155 of 
the Income-tax Act. This amendment is consequential to the insertion 
ot a new section 32A in the Income-tax Act by clause 8 of the Bill. The 
proposed sub-section provides for the withdrawal of investment allow¬ 
ance in certain circumstances and the time limit within which an order 
can be made in this behalf under section 154 of the Income-tax Act. 

This amendment will take effect from 1st April, 1976. 

Clause 22 seeks to amend sub-section (2) of section 195 of the 
Income-tax Act. The amendment seeks to secure that a person responsl- 
ole for paying any interest to a non-resident will be able to obtain an 
order from the Income-tax Officer determining the appropriate portion of 
such interest chargeable to tax! so that deduction of tax at source is 
made only from the sum so determined by the Income-tax Officer. 

This amendment will take effect from 1st June, 1976. 

Clause 23 seeks to make certain amendments in the First Schedule to 
the Income-tax Act, 

Sub-clause (a) seeks to substitute rule 2 relating to computation of 
profits of life insurance business by a new rule. Under the new rule, 
the determination of the profits of life insurance business will be simpli¬ 
fied and such profits shall be taken to be the annual average of the 
surplus arrived at by adjusting the surplus or deficit disclosed by the 
actuarial valuation made in accordance with the Insurance Act, 1938, in 
respect of the last inter-valuation period, so as to exclude from it any 
surplus or deficit made in any earlier inter-valuation period. No further 
adjustment to the annual average of the surplus will be made. 

The amendments made by sub-clauses (b) and (p) are only 
consequential. 

These amendments will take effect from 1st April, 1977, and will 
accordingly apply in relation to the assessment year 1977-78 and subse¬ 
quent years. 

Clause 24 seeks to make certain amendments in the Eighth Schedule 
to the Income-tax Act. 

Sub-clauses (a) to (d) seek to include certain new areas in the list 
of backward areas contained in the said Schedule for the purposes of 
grant of tax concession under section 80 HH of the Act. 

Sub-clause (e) seeks to substitute the existing Explanation below 
the Schedule by a new Explanation. The proposed Explanation seeks to 
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provide that reference to the districts now proposed to be included in 
the Schedule, namely, the districts of Aurangabad, Begusarai, Bhojpur, 
Gaya, Monghyr, Nalanda and Nawadah in the State of Bihar; the district 
of Ferozepur in the State of Punjab; and the district of Rampur in the 
State of Uttar Pradesh, shall be construed as a reference to the areas 
comprised in those districts on 15th March, 1976 (being the date of intro¬ 
duction of the Finance Bill, 1976 in the House of the People), Refer¬ 
ence to other districts shall be construed, as at present, as reference to 
the areas comprised in those districts on 3rd September, 1973. 

These amendments will take effect from 1st April, 1976, 

Clause 25 seeks to insert eight new items in the list of articles or 
things in the Ninth Schedule to the Income-tax Act. The effect of the 
amendment would be that (i) new machinery or plant (other than ofP-ce 
appliances or road transport vehicles) installed for the purposes of the 
business of manufacture of any one or more of these items will qualify 
for the grant of investment allowance under the new section 32A, pro¬ 
posed to be inserted in the Income-tax Act by clause 8 of the Bill, In 
cases where the new machinery or plant is installed after 31st March, 
1976; and (ii) the value of the shares in any new industrial company 
established for the purpose of carrying on the business of manufacture 
or production of any one or more of these articles will be exempt from 
wealth-tax for a period of five years provided that the shares form part 
of the initial issue of equity share capital made by the company after 
28th February, 1975. 

This amendment will take effect from 1st April, 1976, 

Clause 26 seeks to make certain consequential amendments in 
section 45, section 141A, section 143 and section 160 of, and the Ninf 
Schedule to, the Income-tax Act. 

Clause 27 seeks to amend the Wealth-tax Act, 1957, 

Sub-clause (1) seeks to amend section 3 of the Wealth-tax Act. The 
amendment proposed is consequential to the insertion of Schedule II in 
the Wealth-tax Act under sub-clause (6) (b) of this clause. This amend¬ 
ment will take effect from 1st April, 1977- 

Sub-clause (2) seeks to amend section 5 of the Wealth-tax Act. 

Sub-clause (2)(a) seeks to insert a new clause (ivc) ini sub-section (1) 
of section 5. Under the proposed amendment, one or more dwelling 
units having a plinth area not exceeding eighty square metres and the 
land appurtenant thereto will be exempt from wealth-tax in cases where 
the construction of the dwelling unit or units is begun on or after 1st 
April, 1976. The exemption will be available for a period of five succes¬ 
sive assessment years next following the date on which the construction 
of the dwelling unit or units is completed. The Explanation to the new 
clause (ivc) defines the terms “dwelling unit” and “land appurtenant” in 
relation to a dwelling unit. This amendment will take effect from 1st 
April, 1977 and will accordingly apply in relation to the assessment year 
1977-78 and subsequent years. 

Sub-clause (2)(b) seeks to insert a new clause (xa) in sub-section 
(1) of section 5, The new clause provides for exemption in respect of 
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any fee due to the assessee in respect of services rendered by him as a 
legal practitioner within the meaning of the Advocates Act, 1961. This 
amendment will take effect retrospectively from 1st April, 1975 and wi]i 
accordingly apply in relation to the assessment year 1975-76 and 
subsequent years. 


Sub-clause (2)(c) seeks to insert a new clause (xxxa) in sub¬ 
section (1) of section 5, The new clause provides for exemption from 
wealth-tax in respect of the value of any building belonging to the 
assessee where the building is used solely for the purpose of residence of 
persons employed in any plantation or industrial undertaking belonging 
to the assessee and the income of each such person chargeable under the 
head “Salaries” under the Income-tax Act is ten thousand rupees or less. 
This amendment will take effect from 1st April, 1976 and will accordingly 
apply in relation to the assessment year 1976-77 and subsequent years. 

Sub-clause (2)(d) seeks to make certain amendments of a conse¬ 
quential nature in the Explanation to clause (xxxi) of sub-section (1) of 
Section 5. 

Sub-clause (2)fe) seeks to insert two new clauses (xxxiii) and (xxxivi) 
In .sub-section (1) of section 5. The new clause (xxxiii) seeks to pro¬ 
vide wealth-tax exemption in respect of moneys and the value of assets 
brought into India, or the value of assets acquired out of moneys brought 
into India, by persons of Indian origin in cases where such persons 
return to India with the intention of permanently residing therein. This 
exemption will be available only for a period of seven assessment years 
commencing with the assessment year next following the date on which 
such person returned to India. 

The new clause (xxxiv) seeks to provide wealth-tax exemption in the 
case of non-resident Indians in respect of the value of equity shares 
owned by them in companies engaged in the business of manufacture or 
production of the articles or things specified in Schedule II to the 
Wealth-tax Act or which are certified by the prescribed authority to 
have undertaken the export of a specified percentage of the total pro¬ 
duction. This exemption will be available only where such shares form 
part of the initial issue of equity share capital made by the company 
after Slst March, 1976 or the shares form part of the issue of equity 
share capital certified by the prescribed authority to have been made by 
the company after the said date for the purposes of expansion or 
diversification of its industrial undertaking. 

These amendments will take effect from 1st April, 1977 and will 
accordingly apply in relation to the assessment year 1977-78 and subse¬ 
quent years. 

Sub-clause (3) seeks to amend section 7 of the Wealth-tax Act. 

Sub-clause (3)(a) seeks to amend sub-section (3) of section 7. This 
amendment is consequential to the amendment proposed under sub¬ 
clause (3)(b). 

Sub-clause (3)'(b) seeks to insert a new sub-section (4) in section 7. 
Under the amendment, the value of a house belonging to the assessee 
and exclusively used by him for residential purposes throughout the 
period of twelve months immediately preceding the valuation date shall 
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be taken, to be the price which, in the opinion of the Wealth-tax 
Officer, it would fetch if sold in the open market on the valuation date 
next following the date on which he became the owner of 'such house, or 
on the date relevant to the assessment year 1971-72, whichever is later. 
Where the house is constructed by the assessee, he shall, for the pur¬ 
poses of this provision, be deemed to have become the owner of the 
house on the date on which the construction,of such house was completed. 
If more than one house belonging to the assessee is used by him for 
residential purposes, he shall have the option to choose one of such 
houses for the purposes of this provision. 

These amendments will take effect from 1st April, 197f) and will 
accordingly apply in relation to the assessment year 1976-77 and subse¬ 
quent years. 

Sub-clauses (4) and (5) seek to amend sections 21 and 21 A of the 
Wealth-tax Act. The amendments are consequential to the insertion of 
Schedule II in the Act under sub-clause ( 6 ) {b) of this clause. 

Sub-clause ( 6 ) seeks— 

(1) to number the existing Schedule to the Wealth-tax Act as 
Schedule I; 

(2l to substitute a new Part for Part I of the existing Schedule; 
and 

(3) to insert Schedule II in the Act. 

Under the new Part, proposed to be substituted for Part I of the existing 
Schedule, the following rates of ordinary wealth-tax ip the case of indivi¬ 
duals and Hindu undivided families, not having one or more members 
with independent net wealth exceeding Rs. 1,00,000, have been specified: — 


Slab of net wealth Rate of tax 


Upto Rs. 3 , 00,000 
Rs. 5 , 00 , 001 —Rb. 10 , 00,000 , 
Rs. 10 , 00 , 001 —Rs. 15 , 00,000 . 
Over Rs. 15 , 00,000 


1 per cent, (as against i per cent, at present) 
li per cent, (as against 3 per cent, at presert) 

2 per cent, (as against 4 per cent, at present) 
2 ^ per cent, (as against 8 per cent, at presert) 


In lb's casft of Hindu undivided families having one or more members 
with independent net wealth exceeding Rs. 1,00,009, the following rates 
of wealth-tax have been specifted: — 


Slab of net wealth Rate of tax 


Up to Rs. 5 , 00,000 

Rs. 5 ,- 00 , 001 —Rs. 10 , 00,000 

Over Rs. 10 , 00,000 


. IJ per cent, (as against 3 per cent, at present) 
. 2 per cent, (as against 4 per cent, at present) 
. 2 j per cent, (as against 8 per cent, at present) 
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No wealth-tax will be payable both in the case of individuals as W 3 ll 
as Hindu undivided families if their net wealth does not exceed 
Rs. 1,00,000. Further, the’wealth-tax payable shall in no case exceed 5 
per cent, of the amount by which the net wealth exceeds Rs. 1,00,000. 

Further, the amendment seeks to discontinue the levy of additional 
wealth-tax on urban lands and buildings. 


New Schedule II has to be road with new clause (xxxiv) a.s proposed 
to be inserted in section 5(1) of the Wealth-tax Act [under sub-clause 
(2) (e)]. The new clause provides for exemption of equity shares 
owned by non-resident Indians in companies engaged in the business of 
manufacture or production of the articles or things enumerated in new 
Schedule II. 

The amendments proposed in sub-clause (6) will take effect from 1st 
April, 1977 and will accordingly apply in relation to the assessment year 
1977-73 and subsequent years. 

Clause 28 seeks to amend section 5 of the Gift-tax Act, 1958. The pro¬ 
posed amendment is Intended to secure that the donations made to Hous¬ 
ing Boards or other statutory authorities set up for the purposes of dealing 
with or satisfying the need for hou.sing accommodation or for the pur¬ 
poses of planning, development or improvement of cities, towns and 
villages qualify for exemption from gift-tax. 

This amendment will take effect from 1st April, 1977 and will accord¬ 
ingly apply in relation to the assessment year 1977-78 and subsequent 
years. 

Clause 29 seeks to make certain amendments in the Companies 
(Profits) Surtax Act, 1964. 

Sub-clawse (a) seeks to amend clause (8) of <;ection 2 of the Act 
relating to the definition of “statutory deduction”. Under the amend* 
n^ent, the statutory deduction for the purposes of charge of surtax is pro¬ 
posed to be raised from ten per cent, to fifteen per cent, of the capital 
of a company as computed under the Second Schedule to thg Act 

Sub-clause (b) seeks to amend rule .3 of thb First^chedule to-tjhe Act. 
This amendment is consequential to the amendment proposed to-be made 
by sub-clause (c) (i) (2) in the Second Schedule to the Act. 

SubHclause ((c) seeks to make certain amendments In the Second 
Schedule to the Act. Under the first amendment proposed in sub-clause 
(c) (i), the Investment allowance reserve required to be created under 
sub-section (4) of section 32A of the Income-tax Act, 1961 will be included 
in computing the caoital of the company. The second amendment pro¬ 
posed in sub-clause (c) (i) seeks to omit clau.scs (iv) and (v) of rule 1. 
Under the amendment, long-term borrowings and debentures will not 
be included in computing the capital of a company. The amendments 
proposed in sub-clauses (c) (iil) and (c) (Iv) are consequential to the 
proposed amendment for the exclusion of long-term borrowings an 
debentures from the capital base. 
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Sub*clause (c) (ii) seeks to insert a new rule lA in the Second Sche¬ 
dule. The new rule seeks to secure that in a case where a company has 
not made any credit in any account in its books in respect of provision 
for taxation or proposed dividends or where the Income-tax OiEcer is of 
opinion that the amount credited in the account in respect of such provi¬ 
sion falls short of the amount Which should have been reasonably 
Credited, the amount of the capital of the company as computed under 
rule 1 of the Second Schedule shall be reduced by the amount which has 
not been so credited or, as the case may be, the amount of suCh shortfalh 


These amendments [except the amendment in sub-clause (c) (ii)] 
will take effect from 1st April, 1977 and wi]! accordingly apply in relation 
to the assessment year 1977-78 and subsequent years. The amendment 
in sub-clause (c) (ii) will take effect retrospectively from 1st April, 1975 
and will accordingly apply in relation to the assessment year 1975-76 and 
subsequent years. 

Clause 30 seeks to insert a new sub-clause (iii) in clause (7) of section 
2 of the Interest-tax Act, 1974 which defines the expression “interest”. 
The new clause seeks to exclude from the scope of the definition, the 
amount of any interest accruing or arising on moneys lent for the crea¬ 
tion of a capital asset in India where the agreement under which such 
moneys are lent provides for the repsyment thereof during a period of 
not less than seven years. 

The amendment's proposed by this clause will take effect from 1st 
April, 1977 and will accordingly apply in relation to the assessment year 
1977-78 and subsequent years. 


Clause 31 read with the Second Schedule, seeks— 


(a) to raise the rates of impoii; duty on— 

(i) caprolactam and dimethyl terephthalate; 

(ii) artificial silk yam and thread; 

(iii) alloy and high carbon steel; 

(iv) stainless steel plates, sheets and strips; 

(v) copper unwrought, copper scrap and copper manu¬ 
factures. 


Clause 32 seeks to levy up to 30th June, 1977, auxiliary duties of cus¬ 
toms on all imported goods at the rate of 20 per cent, of their value. 

Clause 33 seeks to continue for another year the provisions of the 
Indian Tariff (Amendment) Act, 1949 so as to maintain the status quo 
in regard to the commitments under the General Agreement on Tariffs 
and Trade. 


Clause 34 read with the Tliird Schedule, seeks to make necessary 
amendments; in the Customs- Tariff Act, 1975 subsequent on the-amend¬ 
ments proposed to be made in the Tai'iff Act, 1934 through clause 31 of 
this Bill and the increase in export duty on groundnut and coffee effected 
by notification issued on 12th February, 1976 under section 4A of the 
second mentioned Act. 
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Clause 35 read with the Fourth Schedule^ seeks— 

(ai) to raise the rate of basic excise duty on— 

(1) Cigars and Cheroots 

(2) Motor spirit 

(3) Refined Diesel Oil 

(4) Furnace oil 

(5) Asphalt and Bitumen 

(6) Blended or compounded lubricants 

(7) Petroleum waxesi 

(a) Petroleum products (other than mineral turpentine oil, 

L.P.G. and petroleum waxes) falling under Item llA 

(9) Patent or Proprietary medicines; 

(b) to exclude mineral fibres and yarn from the category of 
synthetic fibres and yarn falling under Item No. 18; 

(c) to amend the tariff description of item Nos. 19, 22, 22B and 
22C to specifically mention laminated fabrics in those tariff items; 

(d) , to exclude glass fabrics from the scope of rayon or artsilk 
fabrics; 

(e) to change the tariff description of the existing item 33A 
relating to wireless receiving sets and combination sets and to raise 
the basic excise duty in respect of radios, radiograms and certain 
combination sets; 

(f) to change the tariff description of item relating to office 
machines to exclude computers, central processing units and 
peripheral devices; 

(g>) to change the tariff description of Item No. 35 relating to 
cycles and cycle parts, to exclude cycles from its scope 

(h) to omit tariff item No. 45 relating to safety razor stainless 
steel blades; 

(i) to change the tariff description of and to specify specific and 
ad valorem rates of excise duty for (i) different categories ofi aerated 
w£it0rs cind (ii) different CEtegoriesi of cement, 

(i)- to change the tariff description and to prescribe ad valorem 
rates of excise duty, as against the present specific rates, on different 
categories of paper and paper boards, 

(k) to change the tariff description and to modify the basis of 
assessment, for certain categories of cotton fabrics, from specific to 
ad valorem] 

(l) to include new itemd in the central excise tariff foi^ 

(i) starch (including modified starch) 

(ii) computers (including central processing units and peri¬ 
pheral devices) 
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(iii) mineral fibres and yarn and manufactures therefrom. 

Clause 30 seeks to levy up to 30th June, 1977 auxiliary duties of excise 
on all excisable goods at the rate of 20 per cent, of their value. 

Clause 37 read with the Fifth Schedule seeks to amend the First 
Schedule to the Additional Duties of Excise (Goods of Special Importance) 
Act, 1957 to,— 

(i) t levy additional duties of excise on certain categories of cotton 

fabrics on ad valorem basis, as against the existing specific rates; 

(ii) amend the description and levy additional excise duty on 

cigars and cheroots on ad valorem basis; and 

(iii) amend the description of cotton fabrics and artsilk fabrics 

to specifically mention laminated fabrics. 

Clause 38 like section 36 of tbe Finance Act, 1975 provides that salt 
shall be duty free for another year. 

Clause 39 seeks to amend the Medicinal and Toilet Preparations 
(Excise Duties) Act, 1955. The amendment proposed through submlause 
(a) is consequential to the amendment proposed through sub-clause (b) 
which seeks to insert the definitions! of the terms ‘coca derivative’, ‘coca 
leaf’ and ‘derivative of opium’ and also substitute the definitions of ‘Indian 
hemp’ and ‘narcotic arug’ or ‘narcotic’. Sub-clause (c) read with the 
Sixth Schedule seeks to amend the Schedule to the Act so as. to raise 
the rates of excise duties on medicinal and toilet preparations containing 
alcohol, narcotic drug or narcotic. 

Clause 40 seeks to increase the rates of stamp duty on letters of credit, 
proxies and receipts with effect from 1st June, 1976. 

Clause 41 seeks to insert a new section 43A in the Life Insurance Cor¬ 
poration Act, 1956. The new section seeks to secure that no deduction 
of tax will be made at source under section 193 or section 194 of the 
Income-tax Act, 1961, in respect of any interest or dividend payable to 
the Corporation on any securities or shares owned by it or in which It 
has full beneficial interest. 

This amendment will take effect from 1st June, 1976. 

Clause 42 seeks to substitute sub-clause (ii) of clause (b) of sub¬ 
section (1) of section 32 of the Unit Trust of India Act, 1963. The propos¬ 
ed amendment seeks to provide that no deduction shall be allowed under 
clause (b) of sub-section (1) of the said section in the case of a Hindu 
undivided family which at any time during the previous year has at least 
one member whose total income of the previous year exceeds the maxi¬ 
mum amount not chargeable to tax. 

This amendment will take effect from 1st April, 1977 and will accord- 
ingly apply in relation to the assessment year 1977-78 and subsequent 
years. 
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Clause 43 seeks to make certain amendments in the Compulsory De¬ 
posit Scheme (Income-tax Payers) Act^ 1974. 


Suh-clause (a) seeks to amend sub-section (1) of section 3 of the Act, 
The amendhient seeks to extend the requirement of lhaking comphlsbrjt 
deposits for the assessment year 1977-78 as well. 

Siib-clause (b) seeks td amend sub-section (1) of section 4 of the Acf. 
'fhe amendment seeks to secure tha.t, in relation to the assessment yeaf 
1977-78, compulsory deposits will be made at the rates specified in Para- 
gfaph B of the Schedule. 

Sub-clause (c) (i) seeks to make the portion of the Schedule contain¬ 
ing the rates of compulsory deposit for the assessment years 1975-76 and 
1976-77 as Paragraph A of the Schedule, 


Sub-clause (c) (ii) seeks to substitute the existing provisos to the 
Schedule by a new Paragraph B and a proviso with suitable modifications. 
The new Paragraph B lays down the rates at which compulsory deposits 
are required to be made in relation to the assessment year 1977-78. 


These amendments will take effect from 1st April, 1976, 


MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 2(8) of the Bill empowers the Central Government to frame, 
by notification in the Official Gazette, a scheme to enable companies to 
make, in lieu of payment of surcharge on income-tax, deposits with the 
Industrial Development Bank of India. The scheme will contain details 
as to the manner of making such deposits, the periods for which such 
deposits may be made and other connected matters. 

Clause 8 of the Bill seeks to insert a new section 32A in the Income- 
tax Act. The new section provides for a deduction by way of invest¬ 
ment allowance in respect of ships, aircraft, machinery or plant acquired 
or installed by an assessee after the 31st March, 1976. Sub-section 
(4) (i) of the new section empowers the Central Board of Direct Taxes 
to prescribe the particulars which should be furnished by an assessee in 
respect of such ships, aircraft, machinery or plant for being entitled to 
the deduction. These particulars will relate to matters of detail such as 
description of the ship, aircraft, machinery or plant, the date of acquisi¬ 
tion or installation thereof, the cost thereof, etc. 

Clause 10 of the Bill seeks, inter alia, to insert a new section 44C in 
the Income-tax Act. The new section provides for a ceiling limit in 
respect of deduction to be allowed on account of expenditure in the 
nature of head office expenditure in computing the profits and gains of 
a non-resident. Clause (iv) of the Explanation to the new section 
which defines the expression “head office expenditure” empowers the 
Central Board of Direct Taxes to prescribe by rules the items of expen¬ 
diture which may be deemed to be head office expenditure. The clause 
enumerates expressly, as far as practicable, all the items of head office 
expenditure. The power to specify other items of head office experidi- 
ture is being taken only by way of abundant caution to cover items of 
such expenditure which cannot be easily visualised now. 



Sec. 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


707 


Clause 27 (2) (e) of the Bill seeks to insert a new clause (xxxiv) in 
section 5 of the Wealth-tax Act to provide for wealth-tax exemption in 
the case of non-resident Indians in respect of the value of equity shares 
owned by them in companies engaged in the business of manufacture 
or production of the articles or things specified in the proposed Schedule 
II to the Wealth-tax Act or in companies which are certified by the 
prescribed authority to have undertaken the export of a specified per¬ 
centage of the total production. The concession is available in respect 
of initial issue of equity capital as well as a fresh issue of capital by an 
existing company where such issue of capital is certified by the pres¬ 
cribed authority to have been made for the purposes of expansion or 
diversification of the industrial undertaking of the company. The new 
clause thus empowers the Central Board of Direct Taxes to prescribe 
the authorities for the aforementioned purposes. 

Sub-clause (b) of clause 39 of the Bill seeks to amend section 2 of 
the Medicinal and Toilet Preparations (Excise Duties) Act, 1955. Item 
(i) of this sub-clau,se seeks to insert a new definition of “coca leaf” in 
the Act whilst item (iv) of the sub-clause seeks to sub.stitute a new 
definition for the definition of “narcotic drug" or “narcotic". The new 
definition of “coca leaf” specifies certain species of coca plant and 
empowers the Central Government to declare by notification in the 
Official Gazette any other species of the same genus to be coca plant for 
the purposes of the Act, This power is necessary to cover new species 
which may come to light. The new definition cf “narcotic drug” or 
"narcotic” specifies expressly various substances which shall be deemed 
to be “narcotic drug” or “narcotic” and empowers the Central Govern¬ 
ment to declare other substances capable of causing or producing in 
human beiiigs dependence, tolerance and v/itlidrawal syndromes, to be 
narcotic drug” or “narcotic”. This power is necessary for covering 
new substances.. 

The delegation of legislative power under the aforementioned provi¬ 
sions relates to matters of procedure or administrative detail or to 
matters in respect of which it is not practicable to make detailed pro¬ 
visions. Hence, the delegation of legislative power is of -a normal 
character, 
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